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SECURITIES ACT i. 193 “TOF 
RELEASES IN THIS ISSUE Release No. 5722/June' ee cpap 
Wo QAeiin MENTS § 0 ———— 

Cuties Ads TEMPORARY SUS EGULATION A 
Securities Exchange Act 12574 - 12589 EXEMPTION OF TAX s AID SOCIETY, INC. 
Public Utility Holding i me? 3 

Company Act 19593 - 19599 The Securities and Exchange Commission has issued an 
Investment Company Act 9331- 9338 order temporarily suspending the Regulation A exemption 
trwesiment Advisers Act 524 - from registration under the Securities Act of 1933, as 
Litigation 7465 - 7477 amended, with respect to the offering of short term 
promissory notes with an aggregate of $500,000 of Tax- 
payers Aid Society, Inc. (the “issuer’’), 107 North Vance 
This issue covers releases issued from 6/25/76 - 7/1/76. Street. Pembroke, North Carolina. 








According to the order, the Commission has reason to 
SIGNIFICANT ITEMS believe that: 





This listing does not affect the legal status of any docu- (a) the issuer's Notification and Offering Circular ag 
ment published in this issue. tain untrue statements of material facts and omit to 
state material facts necessary in order to make the 
statements made, in light of the circumstances under 
SEC DOCKET INDEX which they are made, not misleading, with respect to, 
among other things, the failure to disciose the issuer's 
VOLUME FOUND IN DOCKET DATED sales of securities in violation of the Securities Act of 
1933 pursuant to false and misleading statements 
| Vol. V. No. 15 12/3/74 and the failure to provide financial statements required 
TT Vol. V, No. 16 12/10/74 by Regulation A; (b) the terms and conditions of 
TT Vol. VI, No. 3 1/8/75 Regulation A have not been complied with, in that, 
IV Vol. VI, No. 15 4/22/75 among other things, the issuer is subject to an order of 
Vv Vol. VI, No. 20 5/28/75 permanent injunction issued by a Federal District 
VI Vol. VII, No. 8 7/22/75 Court, enjoining securities law violations; and (c) the 
VII Vol. VIII, No. 15 1/28/76 offering, if made, would be in violation of Section 17 
Vil Vol. IX, No. 11 5/18/76 of the Securities Act of 1933, as amended. 








ANNOUNCEMENTS 





34-12577 Extension of Time For Sub- 
mitting Proposals on a Dis- 
pute Grievance Procedure 
(File No. 639) 


RULES SECURITIES EXCHANGE ACT OF 1934 


The following releases relate to self-regulatory agency 
rule proposals and/or adoptions: 








A notice has been issued giving interested persons until July 
8 to request a hearing on applications of the following ex- 
changes for unlisted trading privileges in the securities of the 
named companies: 


34-12578 34-12581 34-12583 
34-12580 34-12582 














a SECURITIES ACT OF 1933 Midwest Stock Exchange, Inc.—Sambo’'s 


Restaurants, Inc., Saxon Industries, Inc. 
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Philadelphia Stock Exchange, Inc.—Reserve Oil and 
Gas Company; MCA, Inc.; Utah International, Inc.; 
Wang Laboratories, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12575/June 25, 1976 


Admin. Pro. File No. 3-4536 
In the Matter of 


HAYTON CORP. 8-15944 
c/o HARVEY J. OST 
1962 Cynthia Lane 
Merrick, New York 


ORDER IMPOSING REMEDIAL SANCTION 


In these broker-dealer proceedings under the Securities Ex- 
change Act, the Hayton Corp. has submitted an offer of 
settlement which the Commission has determined to 
accept.' Solely for the purpose of this proceeding and 
without admitting the allegations in the order for proceedings, 
respondent consents to the findings and sanctions set forth 
below. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that during the period from on or 
about January 1968 to on or about December 1972, the 
Hayton Corp. has associated with it Sidney Bertram 
Weinberg and Edward Hayton, who prior to becoming so 
associated had committed willful violations of Section 17(a) 
of the Securities Act of 1933 and Sections 10(b) and 
15(c)(1) of the Securities Exchange Act of 1934 and Rules 
10b-5 and 15c1-6 thereunder as set forth in the Com- 
mission’s order for proceedings instituted against them and 
in the Commission's order imposing remedial sanctions.* 


In view of the foregoing, pursuant to Section 15(b)(5),3 it is 
in the public interest to impose the sanctions specified in the 
offer of settlement.‘ 


Accordingly, IT IS ORDERED that the broker-dealer registra- 
tion of the Hayton Corp. is revoked. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





' This proceedings, In the Matter of Richard J. Mishlen, et. 
al, was instituted by the Commission on August 13, 1974. 


Weinberg and Hayton were previously barred from the 
securities industry. See Release 34-12126 and 34-12185. 


3 Section 15(b)(5) of the Securities Exchange Act of 1934 
cited in this order has been redisignated as Section 15(b)(4) 
pursuant to the June 1975 amendments. 
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‘The findings herein are not binding on any other respondent 
named in the proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12576/June 25, 1976 


Admin. Pro. File No. 3-5039 
In the Matter of 


HARVEY J. OST 
1962 Cynthia Lane 
Merrick, New York 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
REMEDIAL SANCTIONS PURSUANT TO SECTIONS 15(b) 
OF THE SECURITIES EXCHANGE ACT OF 1934 


In connection with a proposed administrative proceeding, 
Harvey J. Ost (‘‘Ost’’), a person associated with a broker- 
dealer pursuant to Section 15(b) of the Securities Exchange 
Act of 1934 (hereinafter referred to as the “Securities Ex- 
change Act’) has submitted an offer of settlement which the 
Commission has determined to accept. Solely for the pur- 
pose of settlement of the instant proposed proceedings or 
any other proceeding instituted pursuant to Section 15j(b), 
15A and 19(a)(3) of the Securities Exchange Act, Sections 
203(e) and (f) of the Investment Advisors Act of 1940, Sec- 
tions 9(b) of the Investment Company Act of 1940, Section 
8(b) and (d) of the Securities Act of 1933 and Section 10(b) 
of the Securities Investor Protection Act of 1973, and 
without admitting or denying the findings herein, said 
respondent consents to the findings and sanctions set forth 
below. 


Accordingly, IT |S ORDERED that proceedings pursuant to 
Section 15(b) of the Securities Exchange Act be, and they 
hereby are, instituted. 


On the basis of this Order for Proceedings, and the Offer of 
Settlement submitted by said respondent, it is found that: 


a) On April 15, 1975, Ost, a former principal of the 
firm of Weinberg, Ost & Hayton, Inc., a broker-dealer 
firm previously registered with the Commission was 
indicated in United States v. Harvey J. Ost |75 
Criminal Action 391 (SDNY)] and was found guilty on 
October 30, 1975 of violations involving the use of a 
nominee account established at the firm, which ac- 
count was utilized by Ost and others to conceal the 
fact that these persons were the beneficiaries of 
profitable securities transactions effected in this ac- 
count. 


b) Pursuant to Section 15(b)(6) of the Securities Ex- 
change Act, the conviction of Ost and his fraudulent 
course of conduct at Weinberg, Ost & Hayton, Inc., is 
a basis upon which said respondent should be sanc- 
tioned. 














IV 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, IT |S ORDERED that Harvey J. Ost be, and he 
hereby is barred from association with any broker-dealer, in- 
vestment adviser, investment company or municipal 
securities dealer. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





EXTENSION OF TIME FOR SUBMITTING PROPOSALS ON 
A DISPUTE GRIEVANCE PROCEDURE 


On June 9, 1976, the Commission invited all interested per- 
sons to submit on or before June 28, 1976 in writing their 
ideas for a procedure that will be available nationwide 
through the self-regulatory organizations to investors for 
settling disputes arising out of dealings in securities 
between a customer and a registered broker-dealer 


In addition, the Commission announced that a public forum 
would be held on July 7, 1976 at which time persons or 
organizations who have submitted written comments would 
be invited to make an oral presentation. 


The Commission has been requested to extend the comment 
period in order that interested persons could more fully 
develop their ideas relating to a dispute procedure and sub- 
mit written comments thereon to the Commission's Office of 
Consumer Affairs. Accordingly, the Commission announced 
today that the period for submitting written comments on 
Securities Exchange Release No. 34-12528 has been ex- 
tended to the close of business on July 12, 1976, and that 
the public forum previously scheduled for July 7, 1976 has 
been rescheduled for July 15, 1976. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12578/June 25, 1976 


In the Matter of 
PACIFIC STOCK EXCHANGE INCORPORATED 


301 Pine Street 
San Francisco, California 94104 


(SR-PSE-76-24) 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PACIFIC STOCK EXCHANGE INCORPORATED AND 
ORDER APPROVING PROPOSED RULE CHANGE 


Pursuant to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78(s)(b)(1) (the ‘“Act’’), as amended by 
Pub. L. No. 94-29, 816 (June 4, 1975) notice is hereby 
given that on June 24, 1976, the Pacific Stock Exchange In- 
corporated (‘PSE’) filed with the Commission copies of a 
proposed rule change which would be effective as a pilot 
program only until final Commission action is taken on a 
refiling of this rule proposal to be made within the next six 
months with such changes as the PSE believes appropriate. 
The proposed rule change would facilitate trading of 
securities on the Exchange on a competing specialist basis, 
with the functions of administering the book of limit orders 
and effecting executions of odd-lot orders being divorced 
from the specialist function and performed by a member ac- 
ting as a book broker. The PSE expects to apply the com- 
peting specialist method of trading to selected securities 
designated by its Board of Governors. 


Publication of notice of the proposed rule change is ex- 
pected to be made in the Federa/ Register during the week 
of June 28, 1976. Interested persons are invited to submit 
written data, views and arguments concerning the proposed 
rule change. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-PSE-76-24 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 of 
the Act and the rules and regulations thereunder. 


Further, the Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after the date 
of publication of notice of filing thereof. The institution of a 
pilot program of competing specialists will permit the PSE to 
test its ability to offer increased competition in selected 
securities among exchange markets consistent with Section 
11A(a)(1)(C)(ii) of the Act. Further, the commitment of the 
PSE to refile the rule proposal within six month will provide 
interested persons with the opportunity to submit written 
data, views and arguments concerning the competing 
specialist proposal on the basis of the pilot program ex- 
perience. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change referenced above 
be, and it hereby is, approved 


For the Commission by the Division of Market Regulation 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12580/June 29, 1976 


In the Matter of 


PACIFIC STOCK EXCHANGE, INC. 
618 South Spring Street 
Los Angeles, California 90014 


(SR-PSE-76-23) 


NOTICE OF FILING OF PROPOSED RULE CHANGE AND 
ORDER APPRVING PROPOSED RULE CHANGE 


Pursuant to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78(s)(b)(1) (the ‘“Act’’), as amended by 
Pub. L. No. 94-29, 816 (June 4, 1975) notice is hereby 
given that on June 23, 1976, the Pacific Stock Exchange, 
Inc. (“PSE”) filed with the Commission copies of a proposed 
rule change. The proposed rule change would amend the 
Commentary to Section 12 of PSE Rule VI by adding 
paragraph .02 to make clear that in considering for approval, 
underlying securities (on which it lists options) that have not 
been primarily traded on a national securities exchange for 
the two year period preceding such approval. PSE may con- 
sider the over-the-counter trading volume for such period in 
such security as reflected in the NASDAQ system. If this 
trading volume equals the volume which would have been 
required for the security's approval as an underlying security 
had it been traded during such period on a_ national 
securities exchange, then the security may be deemed to 
have met the volume requirements set forth in the agree- 
ment between the PSE and the Options Clearing Corpora- 
tion, Inc. 


Publication of notice of this order is expected to be made in 
the Federal Register during the week of July 6, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the proposed rule change. Per- 
sons desiring to make written submissions should file six 
copies thereof with the Security of the Commission, 
Securities and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Reference should be made 
to File No. SR-PSE-76-23. 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 
and the rules and regulations thereunder. 


Further, the Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after the date 
of publication of notice of filing thereof because (i) for pur- 
poses of approval of underlying securities for exchange 
listed options, a distiinction among currently listed securities 
between those with a certain trading volume history on a 
national securities exchange and those with such a volume 
history on the over-the-counter market appears at present to 
be unwarranted; (ii) the PSE states that this rule change will 
clarify any ambiguity in its current Section 12 of Rule VI 
which together with certain parts of its agreement with the 
Options Clearing Corporation, Inc. could be interpreted to 
prevent listing of call options on underlying securities which 
have only recently been listed on a national securities ex- 
change but which have a history of high volume trading in 
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the over-the-counter market; (iii) PSE intends to list, com- 
mencing Tuesday, June 29, 1976 options on BankAmerica 
Corporation, and the removal of such ambiguity will prevent 
possible confusion as to that company’s qualifications as an 
underlying security. 


IT |S THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change referenced above 
be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No 12581/June 29, 1976 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
Eleven Wall Street 
New York, New York 10005 


(SR-NYSE-76-21) 
ORDER APPROVING PROPOSED RULE CHANGE 


On March 22, 1976, the New York Stock Exchange filed 
with the Commmission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the ‘‘Act’’), as amended 
by the Securities Acts Amendments of 1975, and Rule 19b- 
4 thereunder, copies of a proposed rule change. The propos- 
ed rule change would amend Exchange Rule 431 in respect 
of the margin requirements for positions involving put op- 
tions. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12366 (April 23, 1976)) and by publication 
in the Federal Register (41 Fed. Reg. 18374 (May 3, 1976)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 
and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the above-mentioned proposed rule change 
be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A.Fitzsimmons 
Secretary 
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SECURITY EXCHANGE ACT OF 1934 
Release No. 12582/June 29, 1976 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE 
17th Street and Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


(SR-PBWSE-76-9) 
ORDER APPROVING PROPOSED RULE CHANGE 


On March 22, 1976, the Philadelphia Stock Exchange filed 
with the Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the ‘‘Act’’), as amended 
by the Securities Acts Amendments of 1975, and Rule 19b- 
4 thereunder, copies of a proposed rule change. The pro- 
posed rule change would amend Exchange Rule 722, 
pertaining to margin requirements, and would rescind 
Exchange Rule 1054. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12367 (April 23, 1976)) and by publication 
in the Federal Register (41 Fed. Reg. 18369 (May 3, 1976)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities 
exchanges, and in particular, the requirements of Section 
6 and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the above-mentioned proposed rule change 
be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12583/June 29, 1976 


In the Matter of 


MIDWEST STOCK EXCHANGE, INC. 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-76-4) 
ORDER APPROVING PROPOSED RULE CHANGE 


On March 22, 1976, the Midwest Stock Exchange filed with 
the Commission, pursuant to Section 19(b) of the Securities 
Exchange Act of 1934 (the ‘‘Act’’), as amended by the 
Securities Acts Amendments of 1975, and Rule 19b-4 
thereunder, copies of a proposed rule change. The proposed 


rule change is intended to transform the Exchange's treat- 
ment of purchase transactions on margin into formal Ex- 
change rules. 


Notice of the proposed rule change together witht the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12365 (April 23, 1976)) and by publication 
in the Federal Register (41 Fed. Reg. 18478 (May 4, 1976)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 
and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the above-mentioned proposed rule change 
be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12584/June 30, 1976 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 524/June 30, 1976 


PROCEEDINGS INSTITUTED AGAINST SERECO: 
INVESTORS ASKED TO CONTACT COMMISSION 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Investment Ad- 
visers Act of 1940 (‘Advisers Act’’) and the Securities Ex- 
change Act of 1934 (‘Exchange Act”) against Sereco, S.A., 
a registered Investment Adviser formerly located in Mexico 
City, Mexico, Alfredo Leyzaola C., its president and director, 
and Benjamin Fernandez F., its treasurer and director. 


The proceedings against Sereco, S.A., Leyzaola and Fer- 
nandez are based upon allegations that they wilfully violated 
and wilfully aided and abetted violations of the antifraud 
provisions of the Securities Act of 1933 (‘Securities Act’), 
Exchange Act and Advisers Act by converting investor funds 
to their own benefit and use, and concealing and mis- 
representing the use of investor funds and the nature of its 
business. Sereco, S.A., Leyzaola and Fernandez had 
represented that the funds of investors advised by them 
would be invested in certificates of deposit with Mexican 
banking institutions. 


Sereco, S.A., Leyzaola and Fernandez were also charged 
with violations of the securities registration provisions of the 
Securities Act, the broker-dealer registration provisions of 
the Exchange Act, and the registration, record keeping and 
reporting provisions of the Advisers Act. 


A hearing will be scheduled by further order to take evidence 


on the staff's charges and afford the respondents an oppor- 
tunity to offer any defenses thereto, for the purpose of deter- 
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mining whether the allegations are true and, if so, whether 
any action of remedial nature is necessary or appropriate in 
the public interest. 


SPECIAL NOTICE: All investors who have utilized the ser- 
vices of Sereco, S.A. and who have not previously been con- 
tacted by the Commission's staff are requested to write to 
the following address: 


Washington Regional Office 

U.S. Securities and Exchange Commission 
Ballston Center, Tower Number Three 
4015 Wilson Boulevard, Suite 300 
Arlington, Virginia 22203 


Attention: James E. Tatman, Attorney 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12585/June 30, 1976 


Admin. Proc. File No. 3-3261 
In the Matter of 


FRANK J. CRIMMINS 
24 Chesterfield Road 
Scarsdale, New York 


DISMISSAL ORDER 


Frank J. Crimmins, during the relevant period the manager of 
an active branch office of a large brokerage house, appeals 
from an administrative law judge’s initial decision holding 
that he breached the supervisory duties that the Securities 
Exchange Act imposed on him.' 


After an independent review of the record, we find no 
satisfactory evidence of supervisory dereliction. Hence we 
dismiss. 


That three salesmen supervised by Mr. Crimmins sold stock 
fraudulently is undisputed. But our sole concern here and 
now is with Mr. Crimmins’s responsibility, if any, for the 
transgresstions in question. That Crimmins’s subordinates 
committed misdeeds is in itself no basis for a finding that 
Crimmins himself was also derelict. The Act speaks of failure 
“reasonably |emphasis added] to supervise.” It goes on to 
say that “no person shall be deemed to have failed 
reasonably to supervise any other person if— 


(i) There have been established procedures, and a 
system for applying such procedures, which would 
reasonably be expected to prevent and detect, insofar 
as practicable, any such violation by such other per- 
son, and 


(ii) such person has reasonably discharged the duties 
and obligations incumbent upon him by reason of such 
procedures and system without reasonable cause to 
believe that such procedures and system were not be- 
ing complied with.” 
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These words show that the statute does not make a super- 
visor a guarantor against violation. No finding of a breach of 
the duty to supervise can be made absent a concrete show- 
ing that the particular supervisor in question failed to con- 
duct himself as a reasonable supervisor would have done in 
the circumstances. There is no such showing here. 


Accordingly, IT |S ORDERED that this proceeding be, and it 
hereby is, dismissed. 


By the Commission.” 


George A. Fitzsimmons 
Secretary 





‘Section 15(b)(4)(E) formerly Section 15(b)(5)(E). 


Commissioner Pollack not participating. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12586/June 30, 1976 


Admin. Proc. File No. 3-4562 
In the Matter of 


LESTER M. GLICKMAN 
P.O. Box 4694 

Main Office 

Miami, Florida 


ORDER DISCONTINUING PROCEEDINGS 


Stating that it has been unable to serve Lester M. Glickman, 
the Commission's Division of Enforcement moves to discon- 
tinue the proceedings with respect to him. 


Accordingly, IT |S ORDERED that these proceedings be, and 
they hereby are, discontinued as to Lester M. Glickman, and 
it is further 


ORDERED that discontinuance be without prejudice to the 
institution of other proceedings against Lester M. Glickman 
founded on the allegations in the order for proceedings. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12587/July 1, 1976 
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The Securities and Exchange Commission has ordered the 
institution of public administrative proceedings under the 
Securities Exchange Act of 1934 against Shaw, Hooker & 
Co. (Registrant), a San Francisco, California broker-dealer, 
Arthur A. Gambarasi (Gambarasi), general partner of 
Registrant, and Robert Lowell Haisman (Haisman) and Le 
Roy Zack Taylor (Taylor), former registered representatives 
of Registrant. 


The proceedings are based upon allegations of the Com- 
mission's staff that: (1) Registrant, Haisman and Taylor 
violated the antifraud provisions of the federal securities 
laws in connection with the offer and sale of options traded 
on the Chicago Board Options Exchange; and (2) Registrant 
and Gambarasi failed to reasonably supervise with a view 
toward preventing the antifraud violations. 


A hearing will be scheduled by further order to take evidence 
on the staff's allegations and to afford the respondents an 
opportunity to offer any defenses thereto, for the purposes of 
determing whether the allegations are true and, if so, 
whether any action of a remedial nature should be ordered 
by the Commission. 





An order has been issued granting the application of the Cin- 
cinnati Stock Exchange for unlisted trading privileges in the 
common stock of the following companies: 


Champion Home Builders, Inc. 
Emerson Electric Company 
Ralston Purina Company 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12589/July 1, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9336/July 1, 1976 


INVESTMENT ADiVSERS ACT OF 1940 
Release No. 525/July 1, 1976 


Admin. Proc. File No. 3-4610 
In the Matter of 

LAMBERT HIRSHEIMER 
745 Constance Lane 


Dee. field, Illinois 60005 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these proceedings under the Securities Exchange Act, 
Investment Company Act and Investment Advisers Act,' 


Lambert Hirsheimer has submitted an offer of settlement 
which the Commission has determined to accept. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that Hirsheimer willfully violated and 
aided and abetted violations of Section 17(a) of the 
Securities Act; Section 10(b) of the Securities Exchange 
Act; and Rule 10b-5 thereunder; Sections 17(d), 17(e), 
22(c), 22(d) and 34(b) of the Investment Company Act and 
Rule 22c-1 thereunder; and Section 206 of the Investment 
Advisers Act; and that it is in the public interest to impose 
the following sanctions specified in the offer of settlement.” 


In his offer of settlement Hirsheimer consents to a 60-day 
suspension from being associated with a broker, dealer, and 
investment adviser and from serving or acting as an 
employee, officer, director, member of any advisory board, 
investment adviser or depositor of, or principal underwriter 
for, a registered investment company or an affiliated person 
of such investment advisers, depositor or principal un- 
derwriter except that during the aforementioned period he 
may be associated with White, Weld and Company in his 
present capacity under the following terms and conditions: 


1. The first 15 days of said 60-day suspension, July 2, 
1976 through July 16, 1976, and the last 15 days 
thereof, August 16, 1976 through August 30, 1976, 
he is not to perform any services for White, Weld and 
Company. 


2. The 30-day period of said 60-day suspension from 
July 17, 1976 through August 15, 1976 he may per- 
form services for White, Weld and Company. 


3. He pay, within three days after receipt, all compen- 
sation, including salaries, commissions and bonuses, 
earned and to be paid and payable to him from White, 
Weld and Company for services performed during the 
60-day suspension, after deductions for usual income 
tax and social security allocation, to Financial 
Dynamics Fund, Inc., 1050 S. Broadway, Denver, 
Colorado. 


4. He pay, within seven days after acceptance of this 
offer, to Financial Dynamics Fund, Inc. $1440.50.° 


Accordingly, IT IS ORDERED that Lambert Hirsheimer be, 
and he hereby is, suspended from association with a broker, 
dealer, investment adviser and registered investment com- 
pany for 60 calender days beginning at the close of business 
on July 1, 1976 except that during 30 days of said suspen- 
sion, July 17, 1976 through August 15, 1976, he may fur- 
nish services to White, Weld and Company, and it is further 


ORDERED that Lambert Hirsheimer be, and he is, required 
to do the acts that he has undertaken to do in his offer of 
settlement herein. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘In the Matter of Lambert Hirsheimer, dated March 24, 
1975. The offer of settlement has been made for the sole 


SEC DOCKET/989 








purpose of settling this proceeding. Hirsheimer neither ad- 
mits nor denies the allegations against him. 


2 The findings herein bind no one other than Hirsheimer. 


3This represents the gross profit less brokerage com- 
missions and taxes, including income taxes, on Hirsheimer’s 
personal transaction in the securities of Component 
Systems, Inc. See Paragraph II.E(7) of the Order for 
Proceedings. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19593/June 25, 1976 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 07960 


(70-5367) 


SUPPLEMENTAL ORDER AUTHORIZING EXTENSION OF 
TIME TO EFFECT AMENDMENT OF FIRST MORTGAGE 
INDENTURE 


Jersey Central Power and Light Company ("Jersey Central’), 
an electric utility subsidiary company of General Public 
Utilities Corporation, a registered holding company, has filed 
with this Commission post-effective amendments to its 
declaration previously filed in this proceeding pursuant to 
Sections 6(a), 7, and 12(e) of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rules 24(c)(3), 62 and 
65 promulgated thereunder regarding the following 
proposal. 


By order dated April 30, 1975 (HCAR No. 18961), this 
Commission authorized Jersey Central to amend two 
provisions of its Mortgage Indenture dated as of March 1, 
1946, between Jersey Central and City Bank Farmers Trust 
Company, now First National City Bank, as heretofore 
supplemented and amended by twenty-six Supplemental 
Indentures (‘‘Indenture”’). The two amendments concerned 
(1) the elimination of the covenant which provides that 
Jersey Central will duly observe and conform to all valid re- 
quirements of any governmental authority relative to any 
mortgaged property and (2) bondable property additions. 
The affirmative vote of the holders of 75% in principal 
amount of the first mortgage bonds outstanding is required 
for approval of each of the proposed amendments to the 
Indenture. Jersey Central was to enter into a supplemental 
indenture regarding the two amendments no later than 
December 31, 1975. 


The bondable property additions amendment was approved 
at a Bondholders meeting on October 9, 1975, and the 
twenty-eighth supplemental indenture dated as of October 
1, 1975, became effective. 
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By order dated December 30, 1975 (HCAR No. 19321), this 
Commission authorized an extension of time from December e9@ 
31, 1975, to June 30, 1976, within which Jersey Central & : 
was to enter into a supplemental indenture amending the 

elimination of the covenant provision. { 


Jersey Central now requests an extention from June 30, 
1976, to December 31, 1976, during which it may enter 
into such supplemental indenture. €e 
The New Jersey Board of Public Utility Commissioners has 

authorized the extension of time to execute the supplemen- 

tal indenture. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
declaration, as amended by said post-effective amendments, 
be permitted to become effective: 


¢@ 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended 
by said post-effective amendments, be, and it hereby is, per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


¢@ 
a 


ee 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19594/June 25, 1976 


In the Matter of 

e@ 
OHIO POWER COMPANY 
Canton, Ohio 44701 


(70-5862) 


ORDER AUTHORIZING SALE AND LEASEBACK OF COAL 
TRANSFER FACILITY ¢@ 
Ohio Power Company (“Ohio”), an electric utility subsidiary 
company of American Electric Power Company, Inc., 
(“AEP”), a registered holding company, has filed an 


application-declaration and amendments thereto with this 
Commission pursuant to Sections 9(a) and 10 of the Public \ 


Utility Holding Company Act of 1935 (‘Act’) regarding the 
following proposed transactions. 


Ohio states that a coal transfer facility, known as the Cook 
Coal Terminal (‘Facility’), is presently under construction 
near Metropolis, Illinois. The Facility, which will be ready for 
operation by June 30, 1976, was built on land acquired by 
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Indiana Franklin Realty, Inc. (“Indiana Franklin’), a real es- 
tate subsidiary of AEP, and was constructed through Indiana 
Franklin. Funds for both land acquisiton and construction 
were furnished by Ohio. It is proposed that the Facility be 
sold and that simultaneously the surface land thereunder be 
leased to United States Trust Company of New York as 
Trustee (Trustee) under a trust for the benefit of the 
Pittston Company (‘‘Pittston”), as beneficial owner. The 
lease of the surface lands underlying the Facility will be 
effectuated by a Site Lease, which will extend for an initial 
term of 25 years. During said initial term of the Site Lease, 
the Trustee will pay to Indiana Franklin for Ohio’s account 
rent at the rate of $80,000 per year, being 10% of the ap- 
proximate cost of such surface lands, $800,000. The 
Trustee will immediately lease the Facility and sublease the 
surface lands thereunder to Ohio. It is stated that Indiana 
Franklin will sell the Facility to the Trustee for a purchase 
price equal to its cost of construction, presently estimated at 
$74,000,000, including $2,500,000 which may be expend- 
ed for a railway spur to be completed by the end of 1977, 
and excluding land costs. Title to the Facility will be con- 
veyed to the Trustee in accordance with a Purchase Agree- 
ment which is to provide for a bargin and sale deed covering 
all right, title and interest of Indiana Franklin in and to that 
portion of the Facility which constitutes real property and a 
bill of sale with respect to those portions of the Facility con- 
stituting personal property. 


It is proposed that pursuant to a Participation Agreement, 
Pittston will furnish to the Trustee funds toward the 
purchase of the Facility in an amount not less than 20% nor 
more than 23% of the total cost of the Facility. The balance 
of the purchase price will be loaned to the Trustee on behalf 
of Pittston by four lenders secured by a Mortgage en- 
cumbering the interests of the Trustee, as legal owner, and 
of Pittston, as beneficial owner, in the Facility and in the 
leases, hereinafter desribed with Ohio. The Trustee will act 
both as mortgagor, on behalf of Pittston and as mortgagee, 
on behalf of the lenders. The four lenders and their respec- 
tive participation in the Mortgage loan are: John Hancock 
Mutual Life Insurance Company—42.4%; Teacher's In- 
surance and Annutiy Association of Ameria—28.8%; Aetna 
Life Insurance Company—19.2%; and Guardian Life In- 
surance Company—9.6%. It is stated that although Ohio is a 
party to the Participation Agreement, said Agreement ex- 
pressly avoids any privity of contract between Ohio and such 
lenders. The proposed transactions are contingent upon 
receipt of a favorable ruling from the Internal Revenue Ser- 
vice that Pittston is entitled to the 10% investment tax credit 
and related accelerated depreciation for the property. 


The surface lands leased to the Trustee pursuant to the Site 
Lease will be subleased to Ohio, and that portion of the 
Facililty designated as real property improvements will be 
leased to Ohio, both pursuant to a Realty Lease Agreement 
from the Trustee to Ohio. That portion of the Facility 
designated as personal property will be leased to Ohio pur- 
suant to an Equipment Lease Agreement. The term of the 
Realty Lease Agreement will be co-terminous with the term 
of the Equipment Lease Agreement, both of which will run 
concurrently with the Site Lease, unless sooner terminated 
pursuant to the Realty Lease and Equipment Lease 
Agreements. These latter Agreements provide that Ohio 
may terminate such leases at any time after the tenth an- 
niversary of the closing date in the event that Ohio's Board 
of Directors deem the Facility to be economically obsolete or 


no longer suited for the use in Ohio's business. In order to so 
terminate, Ohio must obtain bids for purchase of the Facility 
from unaffiliated parties. In the event that bids are obtained 
and the Facility is sold to any of the bidders, Ohio is obliged 
to pay the excess of the Termination Value, as defined in the 
Agreements, over the net of sales proceeds less certain ex- 
penses incidental to the sale the Facililty. 


Both the Realty Lease and Equipment Lease Agreements 
contain provisions for four consecutive renewal terms of five 
years each at Ohio's option and at the then fair market rental 
value. Such renewals must be exercised jointly. Ohio will 
also have the option to purchase the Facility at the end of 
the initial term or any renewal term of the Realty Lease and 
Equipment Lease Agreements at a price equal to the fair 
market sales value of the Faility at the time the purchase op- 
tion is exercised. Upon any renewal of the Realty Lease and 
Equipment Lease Agreements, the Site Lease will 
automatically be renewed for a like period at a rent equal to 
that specified for the initial term of the Site Lease. The Real- 
ty Lease and Equipment Lease Agreements are net leases 
pursuant to which, in conjunction with an Indemnity and 
Supplemental Agreement. Ohio shall pay to the Trustee the 
basic rent payable thereunder, and, as additional rent, will be 
responsible for all maintenance, insurance, taxes (other than 
certain net income taxes) and all other costs in connection 
with the operation of the Facility, unless such obligations are 
excused or terminated. Under the Realty Lease Agreement, 
Ohio will pay basic annual rent at the rate of 9.96% of the 
portion of the purchase price of the Facililty allocated to real 
property plus approximately $80,000 per year for the sub- 
lease of the surface lands. Similarly, the Equipment Lease 
Agreement provides that Ohio will pay basic annual rent ata 
rate of 9.96% of the portion of the puurchase price of the 
Facility allocated to personal property. Both the Realty 
Lease and Equipment Lease Agreements obligate Ohio to 
pay the rent thereunder in 100 consecutive quarterly in- 
stallments during the initial terms thereunder; and both 
Agreements include in the rental payments an effective in- 
terest for the cost of money of 8.84%. 


The Facility will be used by Ohio to transfer low-sulfur coal 
arriving from the West on unit trains to river barges for 
delivery to Ohio’s steam electric generating plants. It is 
stated that Ohio considered all existing coal transfer ter- 
minal facilities, as well as those under construction on the 
upper Mississippi and lower Ohio Rivers and found that such 
facilities were not suitable for handling unit trains. Conse- 
quently, construction of the Facility was undertaken. It is an- 
ticipated that during the initial period of operation of the 
Facility there will exist some unused capacity which it is 
proposed, will be made available by Ohio to non-affiliated in- 
terests under short-term contracts. Any such arrangements 
will be made on a fully compensatory basis so as to allow at 
least for full recovery of a proportionate share of the rental 
and operating costs associated with the proposed transfers. 
Any revenues collected from non-affiliated parties for such 
use of the Facility will be applied as a reduction of the cost 
of the operation of the Facility by Ohio, and will be recorded 
as a credit to FPC Account 151, Fuel Stock. To the extent 
that such revenues are received, they would offset the lease 
payments for the Facility charged to this account, and, ac- 
cordingly, would be reflected in Ohio’s fuel adjustment 
clause. It is not contemplated that revenues will be derived 
from such non-affiliated uses in a sufficient amount at any 
time to cover all costs of the Facility including the cost of 
transferring Ohio's own coal movements. 
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It is also anticipated that the Facility will transfer coal owned 
by Indiana & Michigan Electric Company (“l&M”"), an elec- 
tric generating subsidiary company of AEP, to l&M’s 
Tanner's Creek Plant. Such transaction and all other transac- 
tions by Ohio with affiliated interests are excluded from the 
instant application-declaration and will be subject to further 
application and order of this Commission. 


The proceeds from the sale of the Facility will be used to 
repay Ohio for funds it has advanced and will advance for 
construction thereof. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transactions. The fees and expenses to be paid by 
Ohio in connection with the proposed transactions include 
real property transfer taxes of approximately $40,000; title 
insurance premiums of $110,000; and fees and expenses 
incurred by the participants, estimated to be not in excess of 
$375,000, including legal fees of $308,500. Additional mis- 
cellaneous fees are estimated to be not in excess of 
$65,000 including Ohio's legal fees of $60,300. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19551), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
Satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT |S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated undr the Act, and 
subject to the reservation of jurisdiction ordered below. 


IT 1S FURTHER ORDERED, that jurisdiction be, and hereby 
is, reserved with respect to any proposed use of the Facility 
by any affiliated company of Ohio. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19595/June 30, 1976 


In the Matter of 


NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 


(70-5867) 
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ORDER AUTHORIZING PROPOSED CONTINUATION OF 
INCREASE IN PERMITTED SHORT-TERM UNSECURED 
INDEBTEDNESS 


New England Power Company (“"NEPCO”), an electric utility 
subsidiary of New England Electric System, a registered 
holding company, has filed a declaration and an amendment 
thereto with this Commission pursuant to Sections 6(a)(2), 
7, and 12(e) of the Public Utility Holding Company Act of 
1935 ("Act") and Rules 62 and 65 promulgated thereunder 
regarding the following proposed transaction. 


The terms of the Cumulative Preferred Stock as set forth in 
the Articles of Organization and By-Laws provide that, ex- 
cept as voted by holders of said stock, the short-term un- 
secured indebtedness of NEPCO shall not exceed 10% of the 
sum of the principal amount of all bonds and toher secured 
indebtedness and the capital, premium, and surplus of 
NEPCO, and that all unsecured indebtedness of NEPCO shall 
not exceed 20% of such sum. 


By votes of March 30, 1970, and February 22, 1973, pur- 
suant to Commission approval (HCAR Nos. 166543 and 
17853), and as part of the amendment of the Articles of 
Organization and By-Laws on July 25, 1975, preferred 
stockholders authorized NEPCO to issue short-term un- 
secured indebtedness in excess of the 10% limitation provid- 
ed that all unsecured indebtedness would not exceed 20% of 
the sum of the principal amount of all bonds and other 
secured indebtedness and the capital, premium, and surplus 
of NEPCO and that such short-term unsecured indebtedness 
would be isued within limited periods after such votes. The 
current authority expires July 1, 1976. It is now proposed 
that this authorization be continued on the same terms, ex- 
cept that (1) such indebtedness shall be issued not later than 
July 1, 1980 and (2) such indebtedness shall have a maturi- 
ty not later than July 1, 1981. 


NEPCO states that the experience of the current authoriza- 
tion of the permitted amount of short-term unsecured in- 
debtedness has demonstrated that temporary financing 
through larger amounts of short-term unsecured _in- 
debtedness pending completion of, and realization of earn- 
ings from, facilities under construction provides greater flex- 
iblility in financing and lower interest costs. NEPCO states 
further that since the 1970 authorization, referred to above, 
the need for a waiver of the 10% limitation has been accen- 
tuated due to inflation, larger unit sizes, and delays in ob- 
taining licenses and regulatory approvals, including en- 
vironmental requirements. 


NEPCO intends to submit the propsal to the holders of 
Cumulative Preferred Stock for their approval at a special 
meeting to be held on June 30, 1976. In connection 
therewith and pursuant to Rule 62 under the Act, NEPCO 
has solicited proxies from such stockholders to be voted at 
said special meeting. It is stated that continuation of the 
current permitted amount of short-term unsecured in- 
debtedness requires the affirmative vote of a majovit:’ of the 
total number of shares of Cumulative Preferre? St>. . of all 
series outstanding. 


Expenses to be incurred by NEPCO in connection with the 
proposed transaction are estimated at $10,000, including 
services of the system service company, at cost, uf $2,800. 
No state commission and no federal commission, other than 
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this Commission, has jurisdiction over the proposed transac- 
tion. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19556), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935. 
Release No. 19596/June 30, 1976 


In the Matter of 


KENTUCKY POWER COMPANY 
Ashland, Kentucky 41101 


(70-5859) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS 


Kentucky Power Company (‘‘Kentucky’’), an electric utility 
subsidiary company of American Electric Power Company, 
Inc. (“AEP”), a registered holding company, has filed an 
application and an amendment thereto with this Commis- 
sion pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (‘Act’), and Rule 50(a)(2) 
promulgated thereunder regarding the following proposed 
transaction. 


Kentucky requests that, from the date of the granting of this 
application to June 30, 1977, the exemption from the 
provisions of Section 6(a) of the Act afforded to it by the first 
sentence of Section 6(b), relating to the issue of short-term 
notes, be increased to provide that the aggregate principal 
amount of all short-term notes outstanding at any one time 
shall not exceed $20,000,000. The notes are to be issued 
from time to time prior to July 1, 1977, as funds may be re- 
quired, provided that none of the notes will mature later than 
December 31, 1976. 


Kentucky has established lines of credit with two commer- 


cial banks under which it may borrow an aggregate amount 
not to exceed $20,000,000 outstanding at any one time. 
Each note payable to these banks to be issued by |&M will 
mature not more than 270 days after the date of issuance or 
renewal thereof, will bear interest at an annual rate of in- 
terest not greater than the prime rate of commercial banks in 
effect at the time of issuance or in effect from time to time 
and will be prepayable at any time without premium or 
penalty. Sufficient bank balances to meet operating and 
financial needs must be kept at these banks to satisfy any 
compensating balance requirements of these banks in con- 
nection with the borrowings. If the average of such bank 
balances were maintained solely in order to fulfill the prevail- 
ing compensating balance requirements of such banks, 
generally about 20%, the effective interest cost to Kentucky 
would be approximately 1.7% abovew a prime commercial 
rate of 6 3/4% or about 8.45%. At April 22, 1976, Kentucky 
had short-term notes to these banks outstanding in an 
aggregate amount of $3,000,000 pursuant to the authoriza- 
tion of this Commission in File No. 70-5691, HCAR No. 
19109, July 31, 1975. 


The proceeds from the issue and sale of the notes will be 
used by Kentucky to reimburse its treasury for past expen- 
ditures made in connection with its construction program 
and to pay part of the cost of its future construction 
program. Such construction expenditures for the years 1976 
and 1977 are estimated at approximately $38,000,000 for 
each year. 


Kentucky has filed supplemental data as to Kentucky's 
source of funds for plant additions. Such data supports the 
need for aggregate short-term borrowings of $15,000,000, 
through December 31, 1976. During the last two quarters 
for which the instant authorization is sought, said data in- 
dicates a projected need which is not in excess of the 5% of 
capitalization maximum authorized by Section 6(b) of the 
Act for that period (January 1, 1977 through June 30, 
1977). 


The application states that expenses of approximately 
$2,500 are to be incurred in connection with the proposed 
transaction. No state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19560), an no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application, as amended, be granted in 
part: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that Kentucky be, and it hereby is, 
authorized effective forthwith, to incur short-term 
borrowings through December 31, 1976 in an aggregate 
principal amount not to exceed $15,000,000, and subject to 
the terms and conditions prescribed in Rule 24 promulgated 
under the Act, except that certificates thereunder shall 
be filed quarterly. 
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IT IS FURTHER ORDERED, that jurisdiction be, and it 
hereby is, reserved to grant the further relief applied for in 
whole or in part. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19597/June 30, 1976 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginai 24009 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 


OHIO POWER COMPANY 
Canton, Ohio 44701 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES TO 
BANKS AND TO A DEALER IN COMMERCIAL PAPER BY 
HOLDING COMPANY, ISSUANCE AND SALE OF 
COMMON STOCK BY SUBSIDIARIES TO HOLDING 
COMPANY, CAPITAL CONTRIBUTIONS TO SUBSIDIARY, 
AND GRANTING EXCEPTION FROM COMPETITIVE 
BIDDING 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, and Appalachian Power Com- 
pany (‘Appalachian’), Indiana & Michigan Electric Company 
(“l1&M"), and Ohio Power Company (“Ohio”), its subsidiary 
electric utility companies, have filed an application- 
declaration and amendments thereto with this Commission 
pursuant to Sections 6, 6(b) 10 and 12 of the Public Utility 
Holding Company Act of 1935 (“Act’’) and Rules 50 and 
50(a)(3) promulgated thereunder regarding the following 
proposed transactions. 


AEP requests that it be authorized to issue and sell, from 
time to time prior to June 30, 1977, as funds may be re- 
quired, short-term notes (including commercial paper) in an 
aggregate amount not to exceed $175,000,000 outstand- 
ing at any one time. None of such notes or commercial paper 
shall mature later than December 31, 1977. As of April 22, 
1976, AEP has no short-term debt outstanding under this 
Commission’s previous order in File No. 70-5690, HCAR 
No. 19067, June 30, 1975. 


The notes to be sold to banks will be dated as of the date of 
the borrowing which they evidence, will mature not more 
than 270 days from the date of issue or reissue thereof, will 
bear interest not greater than the prime rate of commercial 
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banks at the time of issuance and will be prepayable at any 
time without premium or penalty. AEP will be required to 
maintain compensating balances, generally 10% of the 
amount of the bank lines made available by such banks, and 
additional compensating balances, generally 10%, of the 
amount of any borrowings. If the full amount were borrowed 
from the banks, the effective interest cost to AEP would be 
approximately 1.7% above a prime commercial rate of 6- 
3/4% or about 8.45%. AEP proposes to issue and sell such 
short-term notes to 8 banks with lines of credit in an 
aggregate amount of $105,000,000. 


The commercial paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor more 
than $5,000,000 of varying maturities, with no such maturi- 
ty more than 270 days after the date of issue, and none will 
be prepayable prior to maturity. The commercial paper notes 
will be sold directly to Lehman Commercial Paper Incor- 
porated (‘dealer’), at a discount rate not in excess of the 
discount rate per annum prevailing at the time of issuance 
for commercial paper of comparable quality and maturity. 
No commercial paper notes will ber issued having a maturity 
of more than 90 days if such commercial paper notes would 
have an effective interest cost which exceeds the effective 
interest cost at which AEP could borrow from banks. 


The dealer will reoffer the commercial paper notes to not 
more than 200 of such dealer's customers, identified and 
designated in a nonpublic list prepared by the dealer in ad- 
vance at a discount rate of 1/8 of 1% per annum less than 
the discount rate to AEP. It is expected that such customers 
of the dealer will hold the commercial paper notes to maturi- 
ty; but, if any such customer wishes to resell such commer- 
cial paper prior to maturity, the dealer, pursuant to a verbal 
repurchase agreement, will repurchase such commercial 
paper sold by it and reoffer it to other customers on the list. 


AEP also proposes to make investments in the equity of two 
of its public-utility subsidiary companies in the form of the 
purchase from time to time prior to July 1, 1977 of a total of 
(1) 750,000 shares of common stock of Appalachian for a 
consideration of $40 a share, or a total consideration of 
$30,000,000 and (2) 3,333,334 shares of common stock of 
Ohio for a consideration of $15 a share, or a total considera- 
tion of $50,000,010. 


AEP requests authority to make capital contributions from 
time to time prior to July 1, 1977, to its public-utility sub- 
sidiary company |&M in an aggregate amount not to exceed 
$50,000,000. 


The proceeds from the sale of the short-term notes are to be 
applied by AEP to make additional investments in certain of 
its public-utility subsidiary companies to assist them in 
financing the costs of their respective construction 
programs. The construction programs of AEP’s public-utility 
subsidiary companies for 1976 are estimated as follows: 
$127,000,000 for Appalachian, $220,000,000 for |&M and 
its generating subsidiary, and $182,000,000 for Ohio and 
its generating subsidiary. For 1977, the estimates for each 
company are: $192,000,000 for Appalachian, $193,000,- 
000 for 1&M and its generating subsidiary, and $205,000,- 
000 for Ohio and its generating subsidiary. 


AEP has filed supplemental data as to its source of funds. 
Such data supports the need for aggregate short-term 
borrowings of $155,000,000 through June 30, 1977. 
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AEP requests an exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale its 
commercial paper on the grounds of that the commercial 
paper to be issued will have maturities of not more than nine 
months, the current rates for commercial paper for prime 
borrowers such as AEP are published daily in financial 
publications and it is not practical to publish invitations for 
bids for commercial paper. 


Fees and expenses to be incurred by AEP in connection with 
the proposed transaction are estiamted at $12,000. The 
State Corporation Commission of Virginia, the Public Service 
Commission of West Virginia, and the Public Service Com- 
mission of Tennessee have authorized the issue and sale by 
Appalachian of its common stock to AEP and the Public 
Utilities Commission of Ohio has authorized the issue and 
sale by Ohio of its common stock to AEP. No other state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19559), and no hearing has been 
requested for or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective in part: 


IT |S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that AEP be, and it hereby is, 
authorized effective forthwith, to incur short-term 
borrowings through June 30, 1977 in an aggregate principal 
amount not to exceed $155,000,000; and that in all other 
respects, said application-declaration, as amended, be, and 
it hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act except that certificates 
thereunder relating to short-term debt shall be filed on a 
quarterly basis. 


IT 1S FURTHER ORDERED, that jurisdiction be, and it 
hereby is reserved to grant further relief applied for in whole 
or in part. 


For the Commission, by the Division of Corporate Regula- 
tion, purusant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19598/June 30, 1976 


in the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 


(70-5858) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES TO 
BANKS AND TO A DEALER IN COMMERCIAL PAPER AND 
GRANTING EXCEPTION FROM COMPETITIVE BIDDING 


Indiana & Michigan Electric Company (“Il&M’’), and electric 
utility subsidiary company of American Electric Power Com- 
pany, Inc., a registered holding company, has filed an 
application and amendments thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding Com- 
pany Act of 1935 (“Act”) and Rules 50(a)(2) and 50(a)(5) 
promulgated thereunder regarding the following proposed 
transactions. 


|&M requests that, from the date of the granting of this 
application to June 30, 1977, the exemption from the 
provisions of Section 6(a) of the Act afforded to it by the first 
sentence of Section 6(b) of the Act, relating to the issue of 
short-term notes, be incrased to the extent necessary to 
cover the issuance and sale of notes to banks, to dealers in 
commercial paper and demand notes to bank trust 
departments in an aggregate amount not to exceed $150,- 
000,000 outstanding at any one time. I&M’s Articles of 
Acceptance provide, inter alia, that |&M may not issue or 
assume any unsecured debt securities, as defined therein, if 
immediately after such issuance or acceptance, the total 
principal amount of such unsecured debt securities; other 
than the principal amount of all long-term unsecured debt 
securities, as defined therein, not in excess of 10% of the 
capitalization of 1&M, issued or assumed by I&M and then 
outstanding, would exceed 10% of the capitalization of |&M, 
without the consent of the holders of a majority of the total 
number of shares of cumulative preferred stock then out- 
standing. 1&M proposed to the holders of the cumulative 
preferred stock, and received the consent of such holders at 
a special meeting of shareholders held on March 12, 1973, 
that 1&M be authorized to incur additional short-term in- 
debtedness in excess of 10% (but together with long-term 
unsecured indebtedness outstanding at the time of any com- 
putation not in excess of 20%) of the capitalization of |&M 
as then to be stated on the books of account of I&M for a 
period of time commencing on April 1, 1973 to and ending 
on December 31, 1976, provided that none of such un- 
secured indebtedness outstanding on December 31, 1976. 
shall mature later than June 30, 1977. Before December 
31, 1976 and subsequent to seeking and receiving authority 
from this Commission to do so, which will be the subject of a 
separate application, |1&M plans to hold a special meeting of 
its shareholders to obtain an extension of the authorization 
to incur additional short-term debt in excess of 10% of 
capitalization of |1&&M through at least the period covered by 
the instant application. The notes are to be issued from time 
to time prior to July 1, 1977, as funds may be required, 
provided that none of the notes, commercial paper, and de- 
mand notes to bank trust departments will mature later than 
December 31, 1977. As of April 22, 1976, 1&M had short- 
term notes, including commercial paper and demand notes, 
outstanding in an aggregate amount of $76,500,000. 


Each note payable to a bank to be issued by |&M will mature 
not more than 270 days after the date of issuance or 
renewal thereof, will bear interest at an annual rate of in- 
terest not greater than the prime rate of commercial banks. in 
effect at the time of issuance or in effect from time to time 
and will be prepayable at any time without premium or 
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penalty. In the case of most of the banks from which l&M 
proposes to borrow, sufficient bank balances to meet 
operating and financial needs are kept at such banks to 
satisfy any compensating balance requirements of such 
banks in connection with the borrowings. If the average of 
such bank balances were maintained solely in order to fulfill 
the prevailing compensating balance requirements of such 
banks, generally up to about 20%, the effective interest cost 
1&M of issuance and sale of such notes to such banks would 
be approximately 1.7% above a prime commercial rate of 6- 
3/4%, or about 8.45%. In the case of those banks in which 
1&M does not maintain bank balances for operating and 
financial needs, '&M will be required to maintain compen- 
sating balances, generally 10% of the amount of the bank 
lines made available by such banks and additional compen- 
sating balances, generally 10%, of the amount of any 
borrowings. If the full amount were borrowed from these 
banks, the effective interest cost to 1&M would be ap- 
proximately 1.7% above a prime commercial rate of 6-3/4%, 
or 8,45%. 1&M will also file with the Commission, by Post- 
effective Amendment, lists of other banks not previously 
identified in filings with the Commission in this proceeding 
to which it proposes to issue and sell notes, and no such 
notes will be issued and sold to such banks not previously 
identified prior to the issuance of a Supplemental Order by 
the Commission in connection therewith. Such Post- 
effective Amendments will also indicate the compensating 
balances, if any, required to be maintained in connection 
with such borrowings and the effective annual cost of the 
borrowings. |&M proposes to issue and sell such short-term 
notes to 37 banks with lines of credit in an aggregate 
amount of $178,695,000. 


1&M also proposes to issue commercial paper in the form of 
promissory notes in denominations of not less than $50,000 
nor more than $5,000,000, which will be of varying 
maturities, with no maturity more than 270 days after the 
date of issue and none will be prepayable prior to maturity. 
The commercial paper notes will be sold directly by 1&M to 
Lehman Commercial Paper Incorporated (the ‘‘dealer”) at a 
discount rate not in excess of the discount rate per annum 
prevailing at the time of issuance for commercial paper of 
comparable quality and maturity. No commercial paper 
notes will be issued having a maturity of more than 90 days 
if such commercial paper notes would have an effective in- 
terest cost which exceeds the effective interest cost at 
which 1&M could borrow from banks. The dealer will reoffer 
the commercial paper notes to not mroe than 200 of the 
dealer’s customers identified and designated in a nonpublic 
list prepared by the dealer in advance, at a discount rate of 
1/8 of 1% per annum less than the discount rate to [&M. It is 
expected that such customers of the dealer will hold the 
commercial paper prior to maturity, but, if any such 
customer wishes to resell such commercial paper prior to 
maturity, the dealer, pursuant to a verbal repurchase agree- 
ment, will repurchase such commercial paper sold by it and 
reoffer it to other customers on its nonpublic list. 


1&M also proposes to issue and sell its demand notes to the 
trust departments of Fort Wayne National Bank, Fort 
Wayne, Indiana and Lincoln Nationa! Bank, Fort Wayne, In- 
diana, in the maximum amounts of $5,000,000 and $10,- 
000,000, respectively. It is stated that the bank trust 
departments have a flow of funds, as fiduciary for various ac- 
counts, which would be available for investment in such de- 
mand notes. These demand notes wiil be in the form of 
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promissory notes in denominations of not less than $1,000 
bearing an interest rate equivalent to the highest rate paid 
daily byGeneral Motors Acceptance Corporation on its com- 
mercial paper with a maturity of less than 180 days. Notes 
issued from January 1 to June 30 will mature July 1 of the 
same year and those issued from July 1 to December 31 will 
mature January 1 of the following year. The bank trust 
departments will have the right to demand payment at any 
time and 1&M will have the right to repay at any time 
without penalty, all or part of the principal amount of such 
notes outstanding. 


On April 22, 1976, the highest rate paid by General Motors 
Acceptance Corporation on its commercial paper with a 
maturity of less than 180 days was 5-1/8%. This rate was 
approximately 1-1/4% less than the rate at which |&M was 
then able to issue commercial paper of comparable 
maturities and approximately 3% below the effective rate for 
bank borrowings based on the then current prime rate of 6- 
3/4% and compensating balances of 15% and 20%. It is 
stated that based on past experiences, the rate on these de- 
mand notes will consistently be lower than the comparable 
rates for commercial paper and bank borrowings including 
the effect of compensating balances. 


The proceeds from the issue and sale of the notes will be 
used by |&M to reimburse its treasury for past expenditures 
made in connection with its construction program and to 
pay part of the cost of its future construction program. Such 
construction expenditures for the years 1976 and 1977 are 
estimated at approximately $140,000,000 and $106,000.- 
000, respectively, exclusive of the cost of the construction 
program of I&M’s subsidiary, Indiana & Michigan Power 
Company. Estimates of this subsidiary’s construction expen- 
ditures for the years 1976 and 1977 are approximately 
$80,000,000 and $87,000,000, respectively. 


1&M claims exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issuance of notes to 
banks and demand notes to bank departments pursuant to 
paragraph (a)(2) thereof. Additionally, 1&M requests excep- 
tion from the competitive bidding requirements of Rule 50 
for the proposed issue and sale of its commercial paper pur- 
suant to paragraph (a)(5) thereof on the grounds that it is not 
practicable to invite competitive bids for commercial paper 
and that current rates for commercial paper of prime 
borrowers such as I&M are published daily in financial 
publications. 


The application states that expenses of approximately $12.- 
000 are to be incurred in connection with the proposed 
transactions. No state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19562), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application, as amended, be granted in 
part: 
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IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that 1&M be, an it hereby is, 
authorized effective forthwith, to incur short-term 
borrowings through June 30, 1977 in an aggregate principal 
amount not to exceed $150,000,000 outstanding at any 
one time, provided that the amount, date and maturity of 
such short-term indebtedness incurred are allowable under 
1&M's Articles of Acceptance and the present consent 
granted by its cumulative preferred shareholders, and sub- 
ject to the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that certificates 
thereunder shall be filed quarterly. 


IT 1S FURTHER ORDERED, that jurisdiction be, and it 
hereby is, reserved to grant the further relief applied for in 
whole or in part. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19599/July 1, 1976 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P.O. Box 2333 
Boston, Massachusetts 02107 


BROCKTON EDISON COMPANY 
36 Main Street : 
Brockton, Massachusetts 02403 


MONTAUP ELECTRIC COMPANY 
P.O. Box 391 
Fall River, Massachusetts 02722 


(70-5875) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
UNSECURED NOTES BY HOLDING COMPANY, ISSUE 
AND SALE OF COMMON STOCK BY ONE SUBSIDIARY 
TO HOLDING COMPANY AND ISSUE AND SALE OF 
COMMON STOCK BY ONE SUBSIDIARY TO A SECOND 
SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Eastern Utilities Associates 
(“EUA”), a registered holding company, and two of its elec- 
tric utility subsidiary companies, Brockton Edison Company 
(“Brockton”) and Montaup Electric Company (‘‘Montaup”), 
have filed an application-declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 1935 
(“Act’’) designating Sections 6, 7, 9(a), 10, 12(d) and 12(f) 
of the Act and Rules 43(a) and 44(a) promulgated 
thereunder as applicable to the proposed transactions. All 
interested persons are referred to the application- 
declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


EUA proposes to borrow $20,000,000 through the issuance 
of unsecured promissory notes in the amounts of $11,500.- 
000 to The First National Bank of Boston (‘First Boston 
note’) and $8,500,000 to The Chase Manhattan Bank, N.A. 
(“Chase note”). 


The First Boston note will mature on May 31, 1982 and will 
bear interest at 125% of the sum of 2 of 1% plus the prime 
or base rate in effect at the bank from time to time (adjusted 
as of the date of any change in such prime or base rate). The 
First Boston note will contain a provision for sinking fund in- 
stallments of one-sixth of the principal amount thereof, 
payable beginning November 30, 1979 and each six months 
thereafter; it may be prepaid in whole or in part (in payments 
not less than $500,000) at any time without penalty; in 
some circumstances, prepayments will be applied to in- 
stallments in inverse order of their maturity. The loan agree- 
ment under which the First Boston note will be issued will 
provide for a committment commission on $11,500,000 at 
Y% of 1% per annum from June 1, 1976 to the date the loan 
is made or, if the loan is nnot made, to the date the agree- 
ment terminates. Assuming a prime rate of 7%, the effective 
cost of the First Boston Note would be 9.375%. 


The Chase note will mature on May 31, 1982 and will 
provide for interest payable quarterly at 115% of the 
“applicable rate,’’ which will be the greater of: (i) the rate 
then charged by the bank on short-term loans to large 
businesses with the highest credit standing; or (ii) the sum 
of (a) 4% of 1% plus (b) the average rate (on a discount basis) 
for 90 to 119 day dealer placed prime commercial paper. 
Each change in the interest rate resulting from a change in 
the applicable rate is to become effective on the day on 
which change in the applicable rate occurs. Assuming an 
applilcable rate of 7%, the effective cost of the Chase note 
woul be 8.05%. 


The Chase note will contain a provision for sinking fund in- 
stallments of one-sixth of the original principal amount 
thereof payable beginning November 30, 1979 and each six 
months thereafter. The Chase note is expected to be payable 
in whole or in part (in payments not less than $500,000) at 
any time without penalty; in some circumstances such 
prepayments will be applied to installments in inverse order 
of their maturity. The loan agreement under which the Chase 
note will be issued will provide for a finance fee from June 1, 
1976 to the date the loan is paid in full or if the loan is not 
made, to the date the agreement terminates, payable 
quarterly, at 15% of the applicable rate per annum, as de- 
fined above, computed on $8,500,000, as reduced from 
time to time by payments or prepayments of principal; for a 
committment fee on $8,500,000 at % of 1% per annum 
from June 1, 1976 to the date the loan is made or if the 
loan is note made, the date the agreement terminates; and 
for a closing fee of $85,000, payable on the date of closing. 


EUA expects that pursuant to loan agreements under which 
the First Boston and the Chase notes are to be issued, that 
EUA will be subject, among other things, to certain restric- 
tive convenants with respect to issuance of securities, in- 
cluding short-term notes, maintenance of consolidated 
working capital and limitations on dividend payments. EUA 
also expects that the proceeds of securities issued by EUA 
may be required in some circumstances to be applied to 
make prepayments of the First Boston and Chase notes. 
There are no compensating balances required in connection 
with either of these notes. 
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EUA proposes to use the net proceeds of the promissory 
notes to (i) purchase 378,368 newly issued shares of ad- 
ditional Brockton stock ("Brockton stock”’) at their par value 
of $25 per share or an aggregate par value of $9,459,200, 
and (ii) prepay in full or substantially in full EUA’s short-term 
debt to banks, said borrowings estimated to be $11,800,- 
000 at the time of such payment. 


Brockton proposes to issue and sell the Brockton stock to 
EUA for the consideration started above. EUA proposes to 
pledge such stock to First Boston as Trustee under EUA’s 
Indenture and Deed of Trust dated as of October 1, 1953, as 
supplemented, securing EUA’s Collateral Trust Bonds. 


Brockton proposes to apply the proceeds from such sale of 
the Brockton stock, together with $40,800 of treasury cash, 
to the purchase of 95,000 newly issued shares of Montaup 
common stock (‘‘Montaup stock’’). Montaup proposes to sell 
such stock to Brockton at its par value of $100 per share or 
an aggregate par value of $9,500,000. Montaup will use the 
proceeds from such sale to reduce Montaup’s outstanding 
short-term debt to banks. At the time of the sale of the Mon- 
taup stock, it is expected that Montaup will have $24,600,- 
000 in outstanding short-term debt to banks. Montaup 
proposes to issue and sell the Montaup stock to Brockton for 
the above described consideration. Brockton will pledge the 
Montaup stock to State Street Bank and Trust Company un- 
der Brockton’s Indenture of First Mortgage and Deed of 
Trust dated as of September 1, 1948, as supplemented and 
modified, securing Brockton’s Brockton’s First Mortgage and 
Collateral Trust Bonds. 


It is stated that the Department of Public Utilities of the 
Commonwealth of Massachusetts has jurisdiction over 
various aspects of the proposed transactions, that the Public 
Utilities Control Authority of the State of Connecticut will be 
asked to waive any jurisdiction it might have over the 
proposed transactions and that not other state commission 
and no federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. Fees and ex- 
penses to be incurred in connection with the proposed trans- 
actions will be filed by amendment. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than July 26, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said application-declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicants-declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as filed or 
as it may be amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rule 2(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 
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For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9331/June 28, 1976 


In the Matter of 
STATE MUTUAL SECURITIES, INC. 
and 


STATE MUTUAL LIFE ASSURANCE COMPANY OF 
AMERICA 

440 Lincoln Street 

Worcester, Massachusetts 01605 


(812-3908) 


NOTICE OF FILING OF APPLICATION TO AMEND ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND RULE 
17d-1. 


NOTICE IS HEREBY GIVEN that State Mutual Securities, 
Inc. (‘Fund’), registered under the Investment Company Act 
of 1940 ("Act’’) as a closed-end investment company, and 
State Mutual Life Assurance Company of America (‘In- 
surance Company”) filed an application on February 3, 
1976, and an amendment thereto on May 26, 1976, for an 
amendment to the Commission's order under Section 1 7(d) 
of the Act and Rule 17d-1 thereunder, dated February 12, 
1973 (Investment Company Act Release No. 7665), as cor- 
rected by an order dated February 27, 1973 (Investment 
Company Act Release No. 7698), such order as so amended 
being hereinafter referred to as the ‘Order’. All interested 
persons are referred to the application, as amended, on file 
with the Commission for a statement of the representations 
therein which are summarized below. 


Insurance Company is the Fund’s investment adviser. 
Colonial Management Associates, Inc. (‘Colonial’), a sub- 
sidiary of a subsidiary of Insurance Company, acts as sub- 
adviser to advise the Fund with respect to the management 
of its publicly-traded securities. The Order authorizes In- 
surance Company to invest concurrently with the Fund in 
each issue of securities purchased by the Fund at direct 
placement, subject to certain conditions specified in the 
Order. Among the conditions is the requirement that all 
securities which Insurance Company is prepared to purchase 
at direct placement which are long-term debt obligations or 
preferred stock without equity participation and which are 
consistent with the Fund's investment policies, be shared 
equally by Insurance Company and the Fund unless, in the 
judgment of the Fund’s Board of Directors concurred in by a 
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majority of those Directors who are not interested persons 
(as defined in the Act) of Insurance Company or Colonial, (i) 
21% or more by value of the assets of the Fund are invested 
in accordance with the investment policies of the Fund in 
long-term debt obligations and preferred stocks purchased 
directly from the issuers which do not have equity participa- 
tion, (ii) there is insufficient cash to make the investment, 
and (iii) the sale of the Fund's portfolio securities to provide 
such cash is inadvisable. 


Applicants represent that at the time the Fund commenced 
Operations in early 1973 it was believed that fixed-income 
securities without equity participation acquired at direct 
placement would be attractive investments for the Fund 
because they frequently offered higher yields than those 
available on comparable publicly traded securities. Since 
that time, Applicants state, conditions have changed and the 
investment advantages offered recently by available direct 
placement offerings over comparable publicly traded issues 
have been less than was the case in 1973. At December 31, 
1975, approximately 14% of the value of the Fund's net 
assets was invested in direct placement securities, with ap- 
proximately 1.5% being a security with an equity participa- 
tion and approximately 12.5% being debt securities without 
equity participation. The balance of approximately 86% of 
the Fund's assets consisted of publicly-traded debt issues, 
cash and cash items, and receivables. 


Applicants state that Insurance Company, Colonial and the 
Fund all believe that the investment considerations per- 
taining to Insurance Company and those pertaining to the 
Fund are sufficiently different so that the purchase of certain 
direct placements which Insurance Company finds attractive 
may not be in the best interests of the Fund in fulfilling its 
primary investment objective of providing a high rate of 
current income, with capital appreciation as a secondary 
objective. Applicants assert that the most significant 
difference is that Insurance Company has a continuous and 
largely predictable flow of new funds available for invest- 
ment, whereas the Fund, which is not engaged in a con- 
tinuous public offering, has only a very limited flow of new 
funds for investment derived from principal repayments on 
the portfolio securities held by the Fund and from the 
reinvestment of some portion of the Fund's dividend dis- 
tributions to its shareholders. Accordingly, it is stated, the 
Fund might be required to liquidate higher yielding com- 
parable publicly-traded securities in order to purchase a 
direct placement. Other differences in investment con- 
siderations include, without limitation, the following. There 
may be instances in which Insurance Company is prepared 
to purchase a direct placement in order to continue to par- 
ticipate in that market or in the financing of a company with 
which it has traditionally done business, although the yield 
premium over a comparable publicly traded issue is insuf- 
ficient to warrant investment by the Fund. Moreover, many 
direct placements involve substantial delays between the 
commitment to purchase and the closing date: while In- 
surance Company can predict that it will have new money to 
invest on the closing date, the Fund in effect must commit 
itself to liquidate portfolio securities at a future date when 
such liquidation might be inappropriate. In addition, 
Applicants state that the portfolios of Insurance Company 
and the Fund may differ substantially with respect to in- 
dustry concentrations and quality of investments. Accor- 
dingly, there may be times when it would be inappropriate 
for the Fund to make additional investments in a particular 


industry while Insurance Company may, because of different 
holdings, be adding to its investments in the same industry. 
Similarly, the Fund may be engaging in a program of up- 
grading the quality of its investments while the Insurance 
Company is undertaking a program of downgrading. 


Therefore, the proposed modification of the Order would 
permit Insurance Company to purchase securities without 
equity participation at direct placement without sharing 
them with the Fund. Applicants represent that this amend- 
ment will reflect changes in investment conditions since the 
Order was issued and will afford greater flexibility in manag- 
ing the investments of the Fund in accordance with its in- 
vestment objectives and policies. 


Pursuant to the requested modification, paragraph (3) of the 
conditions contained in the Order would be amended by 
changing paragraph (3)(a) and by redesignating present 
paragraphs (3)(b) and (3)(c) as (3)(c) and (3)(d), respectively. 
As so amended the conditions of Paragraph 3 of the Order 
would read as follows: 


(3) All securities which Insurance Company is 
prepared to purchase at direct placement and which 
would be consistent with the investment policies of 
Fund will be shared equally by the Insurance Company 
and Fund unless: 


(a) in the judgmement of Fund's Board of Directors, 
concurred in by a majority of those Directors who are 
not “interested persons” (as defined in the Act) of In- 
surance Company or Colonial (i) 42% or more by value 
of the assets of Fund are invested, in accordance with 
the investment policies of Fund, in long-term debt 
obligations or preferred stocks purchased directly from 
the issuers or in equities acquired either in connection 
with such purchases or as a result of the exercise of 
rights or other options so acquired, (ii) there is insuf- 
ficient cash to make the investments and (iii) the sale 
of portfolio securities of Fund to provide such cash is 
inadvisable; 


(b) the securitiy to be so purchased is a long-term debt 
obligation or preferred stock without equity participa- 
tion; 


(c) the purchase by Fund would be inconsistent with 
the provisions of any Commission order granted on 
this Application or otherwise and thus in effect; or 


(d) the Commission by order otherwise permits; 


Applicants state that the stockholders of the Fund are being 
asked to ratify and approve the action of the Fund in seeking 
the requested amendment at a Special Meeting in Lieu of 
the Annual Meeting of Stockholders scheduled to be held on 
June 29, 1976. If the stockholders do not act favorably on 
such request, the application will be withdrawn. 


Rule 17d-1 adopted by the Commission under Section 17(d) 
of the Act provides in pertinent part that ‘‘no affiliated per- 
son of... any registered investment company ..., acting as 
principal, shall participate in or effect any transaction in con- 
nection with any joint enterprise or other joint arrangement 
or profit sharing plan in which any such registered com- 
pany...is a participant and which is entered into, adopted 
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or modified subsequent to the effective date of this rule, un- 
less an application regarding such joint enterprise, arrange- 
ment or profit sharing plan has been filed with the Commis- 
sion and has been granted by an order entered ... prior to 
such adoption or modification.” It is also provided that in 
passing upon such applications, the Commission will con- 
sider whether the participation of such registered or con- 
trolled company in such joint enterprise, joint arrangement 
or profit-sharing plan on the basis proposed is consistent 
with the provision, policies and purposes of the Act and the 
extent to which such participation is on a basis different 
from or less advantageous than that of other participants. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 23, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues, if any, of 
fact or law proposed to be controverted or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or be mail upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in case of 
an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, an 
order disposing of the matter will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1840 
Release No. 9332/June 28, 1976 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 523/June 28, 1976 


Admin. Pro. File No. 3-5044 
In the Matter of 

WILLIAM ERIC AIKEN 

52 West 11th Street 

New York, New York 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
REMEDIAL SANCTIONS 


In connection with a proposed administrative proceeding, 
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William Eric Aiken, former editor of Value Line Selection & 
Opinion, an investment survey published by a registered in- 
vestment adviser, has submitted an Offer of Settlement 
which the Commission has determined to accept. Solely for 
the purpose of these proceedings and any other proceedings 
pursuant to specified sections of the Exchange, Securities, 
Investment Advisers, Investment Company and Securities 
Investor Protection Acts, and without admitting or denying 
the findings herein, the respondent consists to the findings 
and sanctions set forth below. 


Accordingly, IT IS ORDERED that proceeding pursuant to 
Section 9(b) of the Investment Company Act of 140 
(“Investment Company Act’) and Section 203(f) of the 
Investment Advisers Act of 1940 (‘Advisers Act’) be; and 
they hereby are, instituted. 


On the basis of the Order for Proceedings, and the Offer of 
Settlement, it is found that on July 28, 1975, Aiken pled 
guilty to wilful violations of Section 17(b) of the Securities 
Act of 1933; 15 U.S.C. 77(q)(b) and that based upon that 
plea, he was convicted by the United States District Court 
for the Southern District of New York. (USA v. Aiken, 74 Cr. 
987 [S.D.N.Y.]). Such violations stem from Aiken's writing 
and causing to be published an article in Value Line describ- 
ing a security for which Aiken received undisclosed compen- 
sation in the form of a bribe. 


In view of the foregoing, it is in the public interest to impose 
the sanctions specified in the Offer of Settlement. 


Accordingly, IT |S ORDERED that William Eric Aiken be, and 
he hereby is, barred from association with any broker, dealer, 
investment adviser, and is prohibited from serving or acting 
in the capacities enumerated in Section 9(b) of the Invest- 
ment Company Act, and that such sanction shall commence 
on the second Monday after the effective date of this Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9333/June 30, 1976 


In the Matter of 

ISRAEL INVESTORS CORPORATION 
850 Third Avenue 

New York, New York 10022 
(812-3951) 

and 

iCC HANDELS, A. G. 
Chamberstrasse, 12C “Bellerive” 


Zug, Switzerland 


(812-3952) 
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ORDERS PURSUANT TO RULE 17d-1 UNDER SECTION 
17(d) OF THE ACT PERMITTING A PROPOSED 
TRANSACTION, AND PURSUANT TO SECTION 17(b) 
EXEMPTING SUCH PROPOSED TRANSACTION FROM 
SECTION 17(a). 


Israel Investors Corporation (“IIC’’), a closed-end, non- 
diversified management investment company registered un- 
der the Investment Company Act of 1940 (‘Act’), and ICC 
Handels, A.G. (‘Handels”), a Swiss Corporation affiliated 
with an affiliated person of IIC (hereinafter collectively 
referred to as Applicants”), filed separate applications on 
April 30, 1976 and May 3, 1976, respectively, pursuant to 
Rule 17d-1 under Section 17(d) of the Act for orders permit- 
ting Applicants to engage in certain transactions involving 
standby commitments in connection with a public offering in 
Israel of 400,000 ordinary shares of Electrochemical In- 
dustries (Frutarom) Limited (‘Electrochemical’), an Israeli 
company in which IIC presently has a controlling interest 
based upon its ownership of approximately 35% of the out- 
standing ordinary shares (common stock) of Elec- 
trochemical, and of which Handels presently owns ap- 
proximately 14% of the ordinary shares. IIC’s application ad- 
ditionally requested an order pursuant to Section 17(b) of 
the Act exempting its proposed transaction with Elec- 
trochemical from the provisions of Section 17(a) of the Act. 


On June 1, 1976 a notice was issued (Investment Company 
Act Release No. 9259) of the filing of the applications. The 
notice gave interested persons an opportunity to request a 
hearing and stated that orders disposing of the applications 
might be issued on the basis of the information stated in the 
applications unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that the par- 
ticipation by IIC in the proposed transaction is consistent 
with the provisions, policies and purposes of the Act and is 
not on a basis less advantageous than that of other par- 
ticipants. It is further found that the terms of IIC’s standby 
commitment to purchase up to 200,000 ordinary shares of 
Electrochemical are reasonable and fair and do not involve 
overreaching on the part of any person concerned, and that 
the proposed transaction is consistent with the policies of 
IC. Accordingly, 


IT 1S ORDERED, pursuant to Rule 17d-1 under Section 
17(d) of the Act that IIC be, and hereby is, permitted to par- 
ticipate jointly with Handels, on a standby commitment 
basis, in the public offering in Israel of Electrochemical or- 
dinary shares, as set forth in the applications, effective 
forthwith, and pursuant to Section 17(b) of the Act that the 
purchase by IIC from Electrochemical of up to 200,000 or- 
dinary shares in the public offering as set forth in the 
application be exempted from the provisions of Section 
17(a) of the Act, effective forthwith. 


IT IS FURTHER ORDERED, pursuant to Rule 17d-1 under 
Section 17(d), that Handels be, and hereby is, permitted to 
participate jointly with IIC, on a standby commitment basis, 
in the public offering in Israel of Electrochemical ordinary 
shares, as set forth in the application, effective forthwith. 


For the Commission by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9334/June 30, 1976 


In the Matter of 


FOUNDERS OF AMERICAN 
CORPORATION 

1000 West Sunshine Street 
Springfield, Missouri 65804 


INVESMENT 


and 


NATIONAL INVESTMENT CORPORATION, INC. 
T.M. Murrell 

Bob C. Speake 

R. Rex Lee 

3301 Van Buren Street 

Topeka, Kansas 66611 


(812-3711) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT AND PURSUANT TO 
SECTION 3(b)(2) OF THE ACT DECLARING THAT 
COMPANY IS NOT AN INVESTMENT COMPANY. 


Founders of American Investment Corporation (‘Founders’), 
registered under the Investment Company Act of 1940 
(‘Act’) as a closed-end, non-diversified management com- 
pany, National Investment Corporation, Inc. (“National”), a 
Kansas corporation, and T. M. Murrell (‘Murrell’), Bob C. 
Speake (“Speake”) and R. Rex Lee (‘Lee’), the principal ex- 
ecutive officers of National (collectively, the Applicant’), 
filed an application on October 18, 1974, and amendments 
thereto on February 4, 1975, March 5, 1975, November 5, 
1975, and January 27, 1976, for an order (i) pursuant to 
Section 17(b) of the Act exempting from Section 17(a) of 
the Act the proposed purchase by National, Murrell, Speake 
and Lee of 536,191 shares of the common stock of 
American Investors Life Insurance Company, Inc. 
(“American”), an affiliate of Founders and National, and (ii) 
pursuant to Section 3(b)(2) of the Act for an order declaring 
that National is primarily engaged in a business other than 
that of investing, reinvesting owning, holding, or trading in 
securities. 


On May 27, 1976, a notice (Investment Company Act 
Release No. 9307) was issued of the filing of the applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
terms of the proposed transaction are reasonable and fair 
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and do not involve overreaching on the part of any person 
concerned, that the proposed transaction is consistent with 
the policies of Founders and with the general purposes of 
the Act, and that National is primarily engaged, through 
majority-owned subsidiaries and controlled companies con- 
ducting similar types of businesses, in a business or 
businesses other than that of investing, reinvesting, owning, 
holding, or trading in securities. Accordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, that 
the proposed purchase by National, Murell, Speake and Lee 
from Founders of 536,191 shares of the common stock of 
American be, and hereby is, exempted from the provisions of 
Section 17(a) of the Act, and 


IT 1S FURTHER ORDERED pursuant to Section 3(b)(2) of 
the Act, that National is declared to be primarily engaged in 
a business or businesses other than that of investing, 
reinvesting, owning, holding, or trading in securities either 
directly, or, (a) through majority-owned subsidiaries, or (b), 
through controlled companies conducting similar types of 
businesses. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9335/July 1, 1976 


In the Matter of 
ACACIA NATIONAL LIFE INSURANCE COMPANY 
and 


ACACIA NATIONAL VARIABLE ANNUITY 
ACCOUNT A 

51 Louisiana Ave., N.W. 

Washington, D. C. 20001 


(812-3888) 


NOTICE OF APPLICATION PURSUANT TO SECTION 11 OF 
THE ACT FOR APPROVAL OF OFFERS OF EXCHANGE 
AND PURSUANT TO SECTION 6(c) OF THE ACT FOR AN 
ORDER OF EXEMPTION FROM SECTION 26(a), 27(a)(3) 
and 27(c)(2) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Acacia National Life In- 
surance Company (‘Acacia National Life’), a Virginia stock 
life insurance ompany, and Acacia National Variable Annuity 
Account A ("Variable Account A”), a separate account of 
Acacia National Life registered under the Investment Com- 
pany Act of 1940 (‘Act’) as a unit investment trust 
(hereinafter collectively referred to as “Applicants’’), filed an 
application on December 19, 1975, and amendments 
thereto on February 6, 1976, and June 25, 1976, pursuant 
to Section 11 of the Act, for an order approving certain 
offers of exchange, and pursuant to Section 6(c) of the Act 
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for an order of exemption from Sections 26(a), 27(a)(3), and 

27(c)(2) of the Act to the extent noted below. All interested @'e 
persons are referred to the application on file with the Com- 2 
mission for a statement of the representations therein which 

are summarized below. 


Acacia National Life, a wholly-owned subsidiary of Acacia 
Mutual Life Insurance Company, established Variable Ac- 
count A as a facility for issuance of certain variable annuity 
contracts ("Variable Contracts’).Variable Account A con- 
tains two series of accumulation and annuity units, each of 
which represents the investment results of shares issued by 
two funds of Acacia Fund Corporation—Acacia Growth 
Fund and Acacia Income Fund. 


t 


vs 


Acacia National Life will offer Variable Contracts to in- 
dividuals and groups. The Variable Contracts include single 
purchase payment contracts with annuity payments com- 
mencing immediately (“immediate Variable Contracts’) and 
both single and flexible purchase payment contracts with 
annuity payments commencing at a future date (“deferred 
Variable Contracts”). The Variable Contracts are designed 
for use by individuals to supplement retirement income for 
pension and profit-sharing plans establishd by corporations 
and self-employed persons which qualify under Section 401 
of the Internal Revenue Code, for annuity purchase plans of 
public school systems and certain tax exempt organizations 
which qualify for tax-deferred treatment under Section 
403(b) of the Code and for individual retirement accounts 
established to qualify under Section 408 of the Code. 


rc) 


Acacia National Life makes a deduction from each purchase 
payment received under a Variable Contract for sales ex- 
pense and premium taxes, if any. In addition, a deduction of 

0.5% is made from each purchase payment for the minimum i € 
death benefit for all deferred Variable Contracts. The deduc- 

tion for sales expense for individual flexible purchase pay- 

ment Variable Contracts is 6.75% for the first $1,000 of an- ; 
nual purchase payment and 4.75% of any annual purchase bo 
payment in excess of $1,000. The deduction for sales ex- 

pense for all other Variable Contracts is: 





Annual Purchase Payment Deduction 

First SO ee 6.75% 

Next CO See 4.75 

Next W000... ?..5e. 4.00 @ 
Next ZOWOO  ...5 6 oes 2.00 

Next BOUOO . 1.50 

Next HOODOO. 2 0 PSs. 1.00 

Excess Over Bo 000. FS: 0.50 


Annual Purchase Payment as used above means. all 

purchase payment allocated to an individual’s account dur- ¢ 
ing a contract year for an individual Variable Contract and 
during a participant's certificate year for a group Variable 
Contract. If, at the time the first purchase payment for a 
group Variable Contract year is received by Acacia National 
life, there is evidence satisfactory to Acacia National Life 
that the total purchase payments for the group Variable Con- 
tract for that contract year will be at least $15,000, the 
deduction applicable to the first $1,000 for each individual 
will be 4.75% in lieu of the 6.75% shown in the above table. 


Section 11 


' 


Under Variable Contract, owners and participants may 





vs 


ry 





allocate net purchase payments to any series of Variable Ac- 
count A for variable benefits or to Acacia National Life’s 
general account to provide for fixed accumulation. 
Applicants propose to permit contract owners or par- 
ticipants under group Variable Contracts to transfer ac- 
cumulation units from one Variable Account A series to 
another. Upon receipt of an election to effect a transfer 
between series, Acacia National Life will transfer the 
amount in a single sum as of the day written notice is receiv- 
ed by Acacia National Life, and at the accumulation unit 
value in effect for purchase payments received on that day. 
An election may be made to transfer all or part of the ac- 
cumulation values in equal monthly installments during the 
24 months or less prior to the date annuity payments are 
scheduled to commence. Monthly transfers will be based 
upon the value of the affected series at the close of business 
on the day such transfer of accumulation units occurs. An 
election which specifies monthly transfers or will otherwise 
result in the elimination from the individual’s account of any 
fixed dollar accumulation value or variable accumulation 
value representing either series will result in a reallocation of 
subsequent purchase payments. Otherwise the allocation of 
such purchase payments will not be changed by any election 
to make transfers. Except with the consent of Acacia 
National Life, no single sum transfers may be made within 
five years of a previous transfer, although, without regard to 
this limitation, a final election may be made for a lump sum 
transfer of accumulation values within an individual's ac- 
count between 30 and 90 days before the commencement 
of annuity payments, provided monthly instaliment transfers 
are not being made. An election to make monthly transfers 
may be rescinded provided written notice is received by 
Acacia National Life on or before the date the transfer is to 
be made. No transfers may be made once annuity payments 
commence. No partial transfers may be made if it would 
reduce the fixed dollar accumulation value of either series 
below $250. 


Section 11(a) of the Act provides that it shall be unlawful for 
any registered open-end company or any principal un- 
derwriter for such a company to make or cause to be made 
an offer to the holder of the security of such company or any 
other open-end investment company to exchange a security 
for a security in the same or another company on any basis 
other than the relative net asset values of the respective 
securities to be exchanged unless the terms of the offer have 
first been submitted to and approved by the Commission. 
Section 11(c) provides that, irrespective of the basis of ex- 
change, the provisions of Section 11(a) shall be applicable to 
any type of offer of exchange of the securities of registered 
unit unvestment trusts for the securities of any other invest- 
ment company. 


Applicants represent that the right of transfer between 
series will afford owners and participants the opportunity to 
change investment objectives, recognizing that the invest- 
ment objectives or retirement needs of participants and in- 
dividuals might change over the years. No special charge is 
made for effecting the transfer, which therefore is made at 
the equivalent of “relative net asset values’ required by Sec- 
tion 11(a). Applicants request an order pursuant to Section 
11 of the Act to permit such transfers. 


Section 26(a) and Section 27(c)(2) 


Sections 26(a) and 27(c)(2), as here pertinent, provide in 


substance that periodic payment plan certificates of a 
registered unit investment trust may not be sold unless the 
proceeds of all payments, other than sales loads, are 
deposited with a qualified bank as trustee or custodian and 
are held under an agreement of custodianship containing 
specific provisions. Section 26(a) of the Act, in partinent 
part, specifies that any such agreement must provide that (i) 
the trustee or custodian shall have the possession of all 
property of the unit investment trust and segregate and hold 
the same in trust, subject only to the charges and collections 
specifically allowed under clauses (A), (B), and (C) of Section 
26(a)(2) until distribution to the security holders of the trust: 
(ii) the custodian bank shall not resign until the trust has 
been liquidated or a successor has been appointed: (iii) the 
custodian bank may collect from the income and, if 
necessary, from the corpus of the trust such fees for services 
performed and reimbursement of the expenses incurred as 
are provided for in the agreement; and (iv) no payment to 
the depositor shall be allowed the custodian bank as an ex- 
pense except as a fee, not exceeding such reasonable 
amount as the Commission may prescribe as compensation 
for performing bookkeeping and other administrative ser- 
vices normally performed by the custodian. 


Net purchase payments under the Variable Contracts 
allocated to Variable Account A will be invested in either or 
both of two funds of Acacia Fund Corporation available as 
the underlying investment media for Variable Account A. 
The shares of these funds are issued in an open account 
arrangement withough the issuance of stock certificates. 
Ownership of the mutual fund shares will be shown only on 
the books and records of Variable Account A and of Acacia 
Fund Corporation. Ownership will not be represented by cer- 
tificates which require custodianship for safekeeping pur- 
poses. Under the arrangement Acacia National Life will 
maintain separate records for each series of Variable Ac- 
count A. Acacia National Life will maintain a record of all 
purchases and redemptions of the mutual fund shares in 
each applicable Variable Account A series, and is responsi- 
ble for the preparation of reports to the Securities and Ex- 
change Commission and others where required. Under this 
arrangement, Acacia National Life will pay for the expenses 
of safekeeping of Variable Account A assets. 


Acacia National Life does not meet the qualifications 
prescribed in Section 26(a) of the Act, and the arrangement 
does not create a trust with respect to the assets of Variable 
Account A because Acacia National Life, as a life insurance 
company, must retain ownership and control of the disposi- 
tion of its property under Virginia law. Accordingly, an ex- 
emption is requested from the provisions of Section 26{a) 
and Section 27(c)(2) to any extent necessary to make the 
requirement of a trust inapplicable 


Applicants state that Acacia National Life is subject to ex- 
tensive supervision and control by the Commissioner of In- 
surance for the Commonwealth of Virginia and the com- 
parable official in each state in which it does business. Such 
supervision includes the filing of complete and detailed 
reports not only in Virginia, but in each state in which it does 
business. Acacia National Life’s activities are subject to con- 
stant review by the Virginia Insurance Department and its 
representatives at all times, and is subject to comprehensive 
examination periodically. Acacia National Life’s obligations 
under Variable Contracts are general obligations of Acacia 
National life and they may not be abrogated. Any substitu- 
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tion of underlying securities of Variable Account A can only 
take place in the manner described in the prospectus for 
Variable Account A and then only on prior favorable vote of 
the persons having an interest in the affected Fund of Acacia 
Fund Corporation to be substituted, and prior approval of the 
Securities and Exchange Commission. As further protection, 
Acacia National Life maintains with Federal Insurance Com- 
pany of New York a commercial blanket bond for $500,000. 
The same bond includes an excess securities coverage en- 
dorsement in the amount of $1,000,000. It is intended that 
the foregoing laws, regulations and arrangements will 
provide substantial assurance that all obligations under 
Variable Contracts will be performed, and that orphanage of 
Variable Account A will not occur. 


Applicants consent that the request for the foregoing ex- 
emptions may be made subject to the following conditions: 
(1) that the deductions for administrative services shall not 
exceed such reasonable amount as the Securities and Ex- 
change Commission shall prescribe and the Commission 
may reserve jurisdiction for that purpose; and (2) that the 
payment of sums and charges for services out of the assets 
of Variable Account A shall not be deemed to be exempted 
from regulation by the Commission by reason of the re- 
quested order, provided that the applicants’ consent to this 
condition shall not be deemed to be a concession to the 
Commission of authority to regulate the payment of sums 
and charges out of such assets, other than charges for ad- 
ministrative services, and Applicants reserve the right in any 
proceeding before the Commission, or in any suit or action in 
any court, to assert that the Commission has no authority to 
regulate the payment of such other sums and charges. 


Section 27(a}(3) 


Section 27(a)(3) of the Act makes it unlawful for any 
registered investment company issuing periodic payment 
plan certificates, or for any depositor of or underwriter for 
such company, to sell any such certificate if the amount of 
sales load deducted from any one of the first 12 monthly 
payments exceeds proportionately the amount deducted 
from any other such payment or if the amount of sales load 
deducted from any subsequent payment exceeds propor- 
tionately the amount deducted from any other subsequent 
payment. 


Under the table of percentage rates of deductions for sales 
expense contained in the Variable Contracts it is possible 
that the percentage of sales load deducted from payments 
made in any contract year after the first year could be higher 
than the percentage deducted from payments made in any 
previous contract year. For example, if payments during the 
first contract year amount to $2,000, the sales deduction 
would be at the rate of 6.75% on the first 1,000 of payments 
and 4,75% on the next $1,000 of payments. However, 
payments up to $1,000 in the second contract year would 
be subject to a sales load deduction at the rate of 6.75%. In 
addition, the 2% sales load imposed upon sums paid under 
the repayment privilege described in the application might 
result in sales load deductions contrary to the uniformity 
provisions of Section 27(a)(3) of the Act. 


Applicants state that Section 27(a)(3) of the Act was 
designed to curb abuses associated with front-end load 
arrangements on mutual fund contractual plans and the 
sales deduction schedule proposed to be used here may be 
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exempted from Section 27(a)(3) of the Act since the 
schedule does not involve a front end load arrangement and 
therefore cannot lead to the abuses intended to be curbed by 
that Section. In no event will the sales load deducted from 
any payment under the Variable Contracts be in excess of 
the statutory limitation of 9%. An exemption is requested 
form Section 27(a)(3) of the Act to permit the schedue of 
sales load deductions proposed by Applicants, provided that 
the percentage amount of sales load deducted will not ex- 
ceed 9%. 


Section 6(c) authorizes the Commission to exempt any per- 
son, security or transaction or any class or classes of per- 
sons, securities or transactions, from the provisions of the 
Act and rules promulgated thereunder if and to the extent 
that such exemption is necessary or appropriate in the public 
interest and consistent with the protection of the investors 
and the purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 7, 1976, at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of his interest, 
the reason for such request and the issues of fact or law 
proposed to be controverted, or he may request that he be 
notified if the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or 
by mail upon Applicants at the address stated above. Proof 
of service (by affidavit or in case of an attorney at law by cer- 
tificate) shall be filed contemporaneously with the request. 
As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission's own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponement thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9337/June 30, 19876 


In the Matter of 


WHITE, WELD & CO. INCORPORATED 
One Liberty Plaza 

91 Liberty Street 

New York, New York 10006 


File No. (812-3969) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 9(c) FOR EXEMPTION FROM SECTION 9Q(a) OF 
THE INVESTMENT COMPANY ACT OF 1940 AND ORDER 
OF TEMPORARY EXEMPTION PENDING 
DETERMINATION OF THE APPLICATION 


NOTICE IS HEREBY GIVEN that White, Weld, & Co. Incor- 
porated (White, Weld’) has filed an application pursuant to 
Section 9(c) of the Investment Company Act of 1940 (‘the 
Act’) for an order exempting White, Weld from the 
provisions of Section 9(a) of the Act, and for an order of 
temporary exemption from 9(a) pending the Commission's 
determination of the application. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations made therein which are 
summarized below. 


Applicant is a registered broker-dealer under Section 15 of 
the Securities Exchange Act cf 1934. To the best of 
Applicant's knowledge, Swiss Credit Bank owns ap- 
proximately 41% of the voting securities of Societe anonyme 
financiere de Credit Suisse et de White, Weld which owns 
approximately 28% of the capital stock (including ap- 
proximately 24% of the voting securities) of White Weld 
Holdings, Inc. which owns 100% (except directors’ qualify- 
ing shares) of the voting securities of Applicant. Applicant 
acts as administrator and distributor (and, accordingly, is 
deemed to be the principal underwriter) for White Weld 
Money Market Fund Incorporated (“WWMM Fund”), an 
open-end, diversified management investment company 
registered under the Aci 


On November 25, 1975, the Commission commenced an 
action in the United States District Court for the District of 
Columbia entitled Securities and Exchange Commission v. 
American Institute Counselor, Inc. et al. (75 Civ. 1965) 
against various defendants, including Swiss Credit Bank, 
alleging violations of various provisions of the federal 
securities laws. Swiss Credit Bank, without admitting or 
denying any of the allegations of the Complaint, has 
stipulated to the entry of a Final Order terminating the action 
against it, with prejudice, and entered into a Stipulation and 
Undertaking with the Commission. 


The Final Order provides that Swiss Credit Bank shall not, 
directly or indirectly, make use of any means or instruments 
of transportation or communication in interstate commerce 
or the mails to sell, offer to buy or sell, or carry or cause to be 
carried securities of the Progress Group (as defined in the 
Final Order) except in accordance with the provisions of 
Section 5 of the Securities Act of 1933. The order further 
provides that Swiss Credit Bank shall not transact business 
with any member of the Progress Group when such member 
is acting as a broker-deaier or investment adviser or is 


engaging in investment company activities unless such 
member has complied with the applicable registration re- 
quirements of the securities laws of the United States. 


Section 9(a) of the Act, insofar as is pertinent here, makes it 
unlawful for any person, or any company with which such 
person is affiliated, to serve or act in the capacity of 
employee, officer, director, member of an advisory board, in- 
vestment adviser or depositor of any registered investment 
company, or principal underwriter for any registered open- 
end company if such person is by reason of any misconduct 
enjoined by any court of competent jurisdiction from engag- 
ing in or continuing any conduct or practice in connection 
with the purchase or sale of any security. 


Section 9(c) provides that, upon application, the Commis- 
sion by order shall grant an exemption from the provisions of 
Section 9(a) either unconditionally or on an appropriate tem- 
porary or other conditional basis, if it is established that the 
prohibitions of Section 9(a), as applied to the applicant, are 
unduly or disproportionately severe or that the conduct of 
such person has been such as not to make it against the 
public interest or protection of investors to grant such 
application. 


Notwithstanding the filing of its application, White, Weld 
disclaims that Swiss Credit Bank is an “affiliate’’ as that 
term is generally applied under the securities laws of the 
United States, or an ‘affiliated person” as that term is defin- 
ed by the Act, of Applicant. However, were Swiss Credit 
Bank deemed to be an “affiliated person” of White, Weld by 
virtue of Section 2(3) of the Act, White, Weld would, to the 
extent that Section 9(a) of the Act is applicable by virtue of 
entry of the Final Order against Swiss Credit Bank, be in- 
eligible to serve or act in any of the capacities set forth in 
Section 9(a) by reason of Section 9(a)(3) of the Act. 


White, Weld submits pursuant to Section 9(c) that the 
prohibitions of Section 9(a) of the Act, to the extent 
applicable by virtue of the entry of the Final Order against 
Swiss Credit Bank, would be unduly and disproportionately 
severe as applied to White, Weld and that the conduct of 
Swiss Credit Bank has been such as not to make it against 
the public interest or protection of investors to grant this ex- 
emption. In support thereof, White, Weld represents that (i) 
the prohibitions of Section 9(a) would deprive WWMM Fund 
of the continuity of services of White, Weld as its principal 
underwriter and (ii) neither White, Weld nor the WWMM 
Fund participated in any of the alleged conduct set forth in 
the Commission's action. 


The Commission has considered the matter and finds that: 


(1) the prohibitions of Section 9(a) may be unduly or 
disporportionately severe as applied to White, Weld in 
that White, Weld did not participate in any of the 
alleged conduct set forth in the Commission's 
Complaint and that the conduct of Swiss Credit Bank 
has been such as not to make it against the public in- 
terest or protection of investors to grant the applica- 
tion of White, Weld for a temporary exemption from 
Section 9(a) pending determination of the application; 
and 


(2) in order to maintain the uninterrupted services 
provided by White, Weld to the WWMM Fund, it is 
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necessary and appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act that the temporary order be issued 
forthwith. 


Accordingly, IT 1S ORDERED, pursuant to Section 9(c) of 
the Act, that White, Weld is hereby temporarily exempted 
from any of the provisions of Section 9(a) of the Act 
operative as a resuit of the entry of the Final Order against 
Swiss Credit Bank in Securities and Exchange Commission 
v. American Institute Counselors, Inc., et al., pending final 
termination by the Commission of White, Weld’s application 
for an order exempting White, Weld from any of the 
provisions of Section 9(a) operative as a result of the entry of 
such Final Order. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 26, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for hearing on the 
matter accompanied by a statement as to the nature of his 
. interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon White, Weld, care of Stephen R. Volk, Esquire, 
53 Wall Street. New York, New York 10005. Proof of such 
service (by affidavit or in the case of an attorney at law by 
certificate) shall be filed contemporaneously with the re- 
quest. At any time after said date, as provided in Rule 0-5 of 
the Rules and Regulations promulgated under the Act, an 
order disposing of the Application herein may be issued by 
the Commission upon the basis of the information stated in 
said application, unless an order for hearing upon said 
application, shall be issued upon the request or upon the 
Commission’s own motion. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
notice of further development in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9338/June 30, 1976 


In the Matter of 

SoGEN-SWISS INTERNATIONAL CORPORATION 
20 Broad Street 

New York, New York 10005 


File No. (812-3968) 
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NOTICE OF FILING OF APPLICATION TO SECTION Q(c) 
FOR EXEMPTION FROM SECTION 9Q(a) OF THE 
INVESTMENT COMPANY ACT OF 1940 AND ORDER O” 
TEMPORARY EXEMPTION PENDING DETERMINATION 
OF THE APPLICATION 


NOTICE IS HEREBY GIVEN that SoGen-Swiss International 
Corporation (‘‘SoGen”) has filed an application pursuant to 
Section 9(c) of the Investment Company Act of 1940 (‘the 
Act’) for an order exempting SoGen from the provisions of 
Section 9(a) of the Act, and for an order of temporary ex- 
emption from Section 9(a) pending the Commission's deter- 
mination of the application. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations made therein which are 
summarized below. 


SoGen, a New York corporation, is a registered broker- 
dealer under Section 15 of the Securities Exchange Act of 
1934 and a registered investment adviser under Section 
203 of the Investment Advisers Act of 1940. Swiss 
American Corporation, a New York corporation, which is a 
wholly-owned subsidiary of Swiss Credit Bank, owns 50.8% 
of the voting stock of SoGen. Among its activities, SoGen 
acts as investment adviser and principal underwriter to 
SoGen International Fund (the Fund”), an investment com- 
pany registered under the Act. 


On November 25, 1975, the Commission commenced an 
action in the United States District Court for the District of 
Columbia entitled Securities and Exchange Commission v. 
American Institute Counselors, Inc. et al., (75 Civ. 1965) 
against various defendants, including Swiss Credit Bank, 
alleging violations of various provisions of the federal 
securities laws. Swiss Credit Bank, without admitting or 
denying any of the allegations of the Complaint, stipulated to 
the entry of a Final Order terminating the action against it, 
with prejudice, and entered into a Stipulation and Under- 
taking with the Commission. 


The Final Order provides that Swiss Credit Bank shall not, 
directly or indirectly, make use of any means or instruments 
of transportation or communication in interstate commerce 
or of the mails to sell, offer to buy or sell, or carry or cause to 
be carried securities of the Progress Group (as defined in the 
Final Order) except in accordance with the provisions of 
Section 5 of the Securities Act of 1933. The order further 
provides that Swiss Credit Bank shall not transact business 
with any member of the Progress Group when such member 
is acting as a broker-dealer or investment adviser or is 
engaging in investment company activities unless such 
member has complied with the applicable registration re- 
quirements of the securities laws of the United States. 


Section 9(a) of the Act, insofar as is pertinent here, makes it 
unlawful for any person, or any company with which such 
person is affiliated, to act in the capacity of employee, of- 
ficer, director, member of an advisory board, investment ad- 
viser, principal underwriter or distributor of any registered in- 
vestment company if such person is by reason of any mis- 
conduct enjoined by any court of competent jurisdiction 
from engaging in or continuing any conduct or practice in 
connection with the purchase or sale of any security. 


Section 9(c) provides that upon application, the Commission 
by order shall grant an exemption from the provisions of 
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Section 9(a) either unconditionally or on an appropriate tem- 
orary or other conditional basis, if it is established that the 






rohibitions of Section 9(a), as applied to the applicant, are 
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unduly or disproportionately severe or that the conduct of 


such person has been such as not to make it against the 
public interest or protection of investors to grant such 
application. 


SoGen submits pursuant to Section 9(c) that the 
prohibitions of Section 9(a) of the Act, to the extent 
applicable by virtue of the entry of the Final Order against 
Swiss Credit Bank, would be unduly and disproportionately 
severe as applied to SoGen and that the conduct of Swiss 
Credit Bank has been such as not to make it against the 
public interest or protection of investors to grant this exemp- 
tion. In support thereof, SoGen represents that (i) the 
prohibitions of Section 9(a) would deprive the Fund of the 
continuity of services of SoGen as its investment adviser and 
principal underwriter and (ii) neither SoGen nor the Fund 
participated in any of the alleged conduct set forth in the 
Commission's action. The Commission has considered the 
matter and finds that: 


(1) the prohibitions of Section 9(a) may be unduly or 
disproportionately severe as applied to SoGen in that 
SoGen did not participate in any of the alleged con- 
duct set forth in the Commission's action and, that the 
conduct of Swiss Credit Bank has been such as not to 
make it against the public interest or protection of in- 
vestors to grant the application by SoGen for a tem- 
porary exemption from Section 9(a) pending deter- 
mination of the application; and 


(2) in order to maintain the uninterrupted services 
provided by SoGen to the Fund, it is necessary and ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act that the 
temporary order by issued forthwith. 


Accordingly, IT IS ORDERED, pursuant to Section 9(a) of 
the Act, that SoGen is hereby temporarily exempted from 
the provisions of Section 9(a) of the Act operative as a result 
of the entry of the Final Order against Swiss Credit Bank in 
Securities and Exchange Commission v. American Institute 
Counselors, Inc. et al., pending final determination by the 
Commission of SoGen’s application for an Order exempting 
SoGen from the provisions of Section 9(a) operative as a 
result of the entry of such Final Order. 


NOTICE IS FURTHER GIVEN that any interested person 
may not later than July 26, 1976 at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of his interest, 
tne reason for such request and the issues of fact or law 
proposed to be controverted, or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such communication should be addressed: Secretary 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or 
by mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon SoGen at the 
address set forth above. Proof of such service (by affidavit or 


ontemporaneously with the request. At any time after said 


% @ the case of an attorney-at-law by certificate) shall be filed 
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date, as provided in Rule 0-5 of the Rules and Regulations 


promulgated under the Act, an order disposing of the 
Application herein may be issued by the Commission upon 
the basis of the information stated in said application, unless 
an order for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 524/June 30, 1976 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12584/July 1, 1976 





INVESTMENT ADVISER ACT OF 1940 
Release No. 525/July 1, 1976 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12589/July 1, 1976 








LITIGATION 





Litigation Release No.7465/June 25, 1976 


SEC v. FRANK SALGAN 
(N.D. Ill, Civil Action File No. 76 C 2239) 


William D. Goldsberry, Administrator, of the Chicago 
Regional Office announced that on June 16, 1976 the Com- 
mission filed a civil injunctive action in the United States 
District Court for the Northern District of Illinois, Eastern 
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Division, against Frank Salgan. The Complaint alleges that 
Salgan violated the anit-fraud provisions of the Securities 
Act of 1933 and the Securities Exchange Act of 1934. 


The Complaint alleges that Salgan engaged in a scheme to 
defraud investors of approximately $600,000 by means of 
utilizing forged letters purportedly written by officers of 
Intercraft Industries Corp. and Publisher's Clearing House 
(PCH), but, in fact, forged by Salgan, which falsely 
represented that these companies had securities in registra- 
tion with the Commission and that Salgan was authorized to 
offer to investors the securities at a substantial discount. The 
Complaint also alleges that Salgan faisely represented that 
the investors would make a substantial profit when they sold 
these securities, that Salgan would utilize funds he obtained 
from investors to purchase these aforesaid securities; 
furthermore, the Complaint charged that Salgan failed to 
disclose that these companies had no securities in registra- 
tion with the Commission, that Salgan had no authority to 
offer the aforesaid securities to investors, that Salgan forged 
the stationery and letters he provided to investors and that 
he used the funds he obtained from investors for his own 
personal use and benefit. The Complaint requests a 
preliminary and permanent injunction against Salgan. 





Litigation Release No. 7466/June 25, 1976 
U.S. v. HAROLD GOLDSTEIN, ET AL. (N.D. GA. 76-184 A) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Commission 
and John Stokes, Jr., United States Attorney for the 
Northern District of Georgia announced that on June 11, 
1976, a Federal Grand Jury in Atlanta returned an indict- 
ment charging, in 30 counts, Harold Goldstein, Daniel 
Goldstein, Paul Levine, Roger C. Anderson and Donald 
McCoy with violations of the registration and anti-fraud 
provisions of the Federal securities laws, mail fraud, and 
conspiracy to defraud. 


The charges stem from the sale of securities in the form of 
gold purchase contracts amounting to over $1 million. These 
sales took place between January and May of 1975. The 
sales had operated for less than four months when it was 
halted by a preliminary injunction issued by the Honorable 
Joel M. Flaum for the United States District Court for the 
Northern District of Illinois after the Commission filed a civil 
action charging some of the same defendants with fraud and 
selling unregistered securities—namely, retail purchase con- 
tracts for gold bullion and unprocessed gold concentrate (a 
form of gold ore). 


For further information, see Litigation Release Nos. 6871, 
6883, 7087. 
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Litigation Release No. 7467/June 25, 1976 


SEC v. TWENTIETH CENTURY MOTOR CA 
CORPORATION 
(USDC, Central District of California, CV-75-833-EC) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office of the Securities and Exchange Commission, 
announced that on May 4, 1976, Federal District Court 
Judge E. Avery Crary entered an order of permanent injunc- 
tion against G. Elizabeth Carmichael, a/k/a Jerry Dean 
Michael and Twentieth Century Motor Car Corporation (Tex- 
as). 


The defendants consented to the entry of the order of per- 
manent injunction without admitting or denying the 
allegations of the Commission's complaint which was filed 
on March 5, 1975, and amended on May 15, 1975. The 
complaint charged the defendants with violations of the 
registration and antifraud provisions of the federal securities 
laws in the offer and sale of the common stock of Twentieth 
Century Motor Car Corporation; promissory notes of G. 
Elizabeth Carmichael which were convertible into the com- 
mon stock of Twentieth Century Motor Car corporation; 
evidences of indebtedness, investment contracts and in- 
terests commonly known as a security in the form of so- 
called automobile “dealerships” and ‘‘options” for delivery of 
automobiles issued by the defendants. 


For further information see Litigation Release No. 6779. 





Litigation Release No. 7468/June 25, 1976 


U.S. v. ROBERT DANIEL HILL, ET AL. 
(USDC, Central District of California, CR-74-1713-R) 


William D. Keller, United States Attorney for the Central 
District of California, and Gerald E. Boltz, Regional Ad- 
ministrator of the Los Angeles Regional Office of the 
Securities and Exchange Commission, announced that on 
June 14, 1976, the Court of Appeals for the Ninth Circuit af- 
firmed the convictions of Robert Daniel Hill, Robert L. Gray, 
and Charles R. Gish for conspiracy, mail fraud, and securities 
fraud. 


For further information see Litigation Releases 6263, 6296, 
6594, and 6766. 





Litigation Release No. 7469/June 25, 1976 


STATE OF NORTH CAROLINA v. FREDERICK N. BOSWELL 
AND ROBERT P. KELLY, III 


Rufus L. Edmisten, Attorney General for the State of North 
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Carolina, and Jule B. Greene, Administrator of the Atlanta 
Regional Office of the Securities and Exchange Commission, 
jointly announced that on June 14, 1976 the Grand Jury for 
the Wake County Superior Court, Raleigh, North Carolina, 
returned indictments against Frederick N. Boswell and 
Robert P. Kelly, Ill charging, in one count each, violations of 
the anti-fraud provisions of the North Carolina securities 
laws. The indictments allege that the violations occurred in 
connection with the offer and sale of investment notes of 
Pinehurst Mortgage and Loan Corporation, which conducted 
operations in Southern Pines, Charlotte and Asheville, North 
Carolina. 





Litigation Release No. 7470/June 25, 1976 
SEC v. JORDAN INDUSTRIES, INC., ET AL. 


Robert H. Davenport, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission an- 
nounced that on June 1, 1976, a complaint was filed in 
Federal District Court in Salt Lake City, Utah, seeking to en- 
join Jordan Industries, Inc., formerly Cherry Creek Silver 
Mining Company, a Utah corporation, Joseph Behunin, and 
Kenneth M. Cook of Salt Lake City, Utah, from violating Sec- 
tions 5(a), 5(c) and 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934 and 
Rule 10b-5. 


The complaint seeks an injunction against the defendants in 
connection with the offer and sale of the cornmon stock of 
Jordan Industries, Inc., and any other security. The case was 
assigned to Judge Aldon J. Anderson. 





Litigation Release No. 7471/June 25, 1976 


U.S. re Clarence H. Wagner, C. H. Wagner & Co. and 
Wagner Funding Corp. 


The Office of the United States Attorney for the District of 
Massachusetts and the Boston Regional Office of the Com- 
mission announced the return of an indictment by a federal 
grand jury in Boston, Massachusetts on June 21, 1976 
charging Clarence H. Wagner of Wellesley, Massachusetts, 
C. H. Wagner & Co., a registered broker-dealer, and Wagner 
Funding Corp., both of Boston, Massachusetts with 
violations of the anti-fraud provisions of the Securities Ex- 
change Act of 1934, mail fraud and the making of false 
statements to the Securities and Exchange Commission in 
violation of Title 18 of the United States Code, Section 
1001. 


The indictment alleged in 31 counts that the defendants 
devised a scheme.to defraud in the offer and sale of cer- 
tificates of deposit, saving and loan certificates and first 


mortgage notes. The indictment charged that the defendants 
diverted investors’ funds to uses other than the purchase of 
the foregoing investments and that in connection with the 
scheme the defendants submitted false reports to the 
Securities and Exchange Commission. The indictment 
further charged that the defendants received over one 
million dollars from investors and failed to invest as agreed 
upon. 





Litigation Release No. 7472/June 29, 1976 


SEC. v. Chicago Milwaukee Corporation, et al. (United 
States District Court for the District of Columbia) Civil Ac- 
tion No. 76-1204 


The Securities and Exchange Commission and William D. 
Goldsberry, Administrator of the Chicago Regional Office, 
today announced the filing of a Complaint in the United 
States District Court for the District of Columbia seeking in- 
junctive and ancillary relief against Chicago Milwaukee Cor- 
poration (“CMC”), Chicago, Milwaukee, St. Paul and Pacific 
Railroad Company (“Milwaukee Road”), William J. Quinn, 
Chairman of the Board and President of CMC and Chairman 
of the Board and Chief Executive Officer of the Milwaukee 
Road, Worthington L. Smith, a Director of CMC and Presi- 
dent and a Director of the Milwaukee Road, Curtiss E. 
Crippen, former President and a Director of the Milwaukee 
Road and Richard F. Kratochwill, treasurer of CMC and Vice 
President for Finance and Accounting of the Milwaukee 
Road. 


The Commission also announced that the Court entered 
Judgments of Permanent Injunction restraining and enjoin- 
ing CMC, Milwaukee Road, Quinn, Smith, Crippen and 
Kratochwill from further violations of the anti-fraud and 
reporting provisions of the Securities Exchange Act of 1934 
(“Exchange Act’) and ordering certain other relief. All of the 
above named defendants consented to the entry of the 
Court's Judgments and Orders without admitting or denying 
the allegations in the Commission’s Complaint. 


The Commission’s Complaint alleges various violations of 
Sections 10(b) and 13(a) of the Exchange Act and Rules 
10b-5 and 13a-1 promulgated thereunder in connection 
with the operation of the Milwaukee Land Company (“Land 
Company”), a wholly owned subsidiary of the Milwaukee 
Road. The Complaint alleges that CMC and the Milwaukee 
Road made false and misleading statements and omitted to 
state material facts in registration statements and annual 
reports filed with the Commission and disseminated to CMC 
and Milwaukee Road Stockholders between 1968 and 
1974 in that, beginning in 1968, Milwaukee Road officials 
caused the Land Company to significantly alter its business 
operations and commence substantial sales of its 
timberlands for the purpose of upstreaming cash to the 
Milwaukee Road which otherwise would not have remained 
solvent. No disclosure was ever made of the purposes or 
effects of these timberland sales. 


Further, the Commission's Complaint alleges that in 
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February, 1972, the Milwaukee Road caused the Land Com- 
pany to rescind a $4,000,000 divident to it in order to con- 
serve cash and thereby avoid an obligation of the Milwaukee 
Road to pay slightly less than that sum as interest to certain 
of its bondholders who would have been entitled to the 
money. Pursuant to this rescission, accounting books and 
records and official documents of the Milwaukee Road and 
of the Land Company were falsified. 


The Commission's Complaint also alleges that the defen- 
dants failed to disclose substantial amounts of deferred 
maintenance of roadway being experienced by the 
Milwaukee Road and the reasons and effects for such 
deferrals. In addition, the. Complaint alleges that there was a 
failure to disclose the incursion of a material contingent 
liability by the Milwaukee Road and the Falsification of cer- 
tain of its books and financial statements in connection with 
the sale by it of a parcel of land. Further, the Complaint 
alleges that there was no disclosure made in regard to a 
political contributions fund of the Milwaukee Road whereby 
certain of its officers were reimbursed by the Milwaukee 
Road for contributions to the fund which contributed to can- 
didates for federal and state political office. 


In addition to the entry of the Order of Permanent Injunction 
against each of the defendants, certain ancillary relief was 
order by the Court and undertaken by CMC and the 
Milwaukee Road, including the following: 


1. An order compelling CMC and the Milwaukee 
Road to amend, supplement and correct their existing 
filings with the Commission in order that such filings 
contain all information required therein and that such 
filings not contain any untrue statements of material 
facts. 


2. The continued maintenance of a Special Com- 
mittee of the board of directors of CMC consisting of 
independent, outside directors of the Board. The Com- 
mittee, and such experts as it deems necessary and 
proper, have been authorized te conduct an extensive 
investigation into the matters alleged in the Com- 
mission's Complaint and any other matters and to 
prepare a Report of its investigation. 


The Report of the Special Committee shall be submitted to 
the Commission, the Board of Directors of the Milwaukee 
Road and to the shareholders of CMC and the Milwaukee 
Road. The Board of Directors of CMC and of the Milwaukee 
Road shall take such action as they deem appropriate with 
regard to the findings and recommendations contained in 
the Report. The Report shall be filed with the Commission as 
an exhibit to a Current Report on Form 8-K by CMC and the 
Milwaukee Road for the month in which the Report is sub- 
mitted to each company’s Board of Directors. 


The Commission reserves the right to seek such further relief 
as may be necessary or appropriate to insure that CMC and 
the Milwaukee Road have complied with and implemented 
the Court’s decree and their undertakings. 
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Litigation Release No. 7473/June 29, 1976 


SEC v. STANLEY M. COOPER, MARY GOEKE BACKSMAN§ 


(S.D. OHIO CIVIL NO. C-1-76-308) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Commission, 
announced that on June 17, 1976, a complaint was filed in 
the U.S. District Court in Cincinnati, Ohio, seeking to enjoin 
Stanley M. Cooper and Mary Goeke Backsman, both of Cin- 
cinnati, Ohio, from violations of Sections 5(a), 5(c) and 17(a) 
of the Securities Act and Section 10(b) of the Securities Ex- 
change Act and Rule 10b-5 thereunder. 


The Commission alleges in its complaint that the defendants 
violated the registration provisions of the Federal securities 
laws in that defendants have been offering for sale and sell- 
ing securities, namely, shares of beneficial interest, cer- 
tificates of indebtedness, debentures, common stock and 
preferred stock in various entities when no registration 
statement has been filed or is in effect with the Commission 
with respect to such securities. The complaint further 
charges defendants with violations of the anti-fraud 
provisions of the Federal securities laws in that defendants 
made untrue statements of material facts concerning, 
among other things, the refundability and insurance of in- 
vestments made in such securities and the existence of 
guarantees of such investments. The complaint also charges 
that defendants omitted to state material facts including, 
among other things, that Cooper diverted funds to his per- 
sonal use; the financial condition of various entities in which 
securities were sold; that Backsman received commissions 
from Cooper for recommending that individuals invest in 
such entities; that several of such entities had insufficient 
cash flow to secure investors’ requests for refunds of their 
investments; that funds received from investors were used 
to pay interest and dividends to individuals holding securities 
in other entities; and that several of the entities in which 
securities were being sold never engaged in any business 
activity whatsoever. Also on June 17, 1976, the Honorable 
Timothy S. Hogan, U.S. District Judge for the Southern 
District of Ohio, Western Division, entered a Final Judgment 
of Permanent Injunction by consent against Cooper. The In- 
junction prohibits Cooper from further violations of the 
registration and anti-fraud provisions of the Federal 
securities laws. Cooper consented to the injunction without 
admitting or denying the allegations in the Commission's 
complaint. 





Litigation Release No. 7474/June 29, 1976 


U.S. v. STEPHEN J. BURNS 
E.D. Mo. 76-169 CR (4) 


Barry A. Short, United States Attorney for the Eastern 
District of Missouri, and William D. Goldsberry, Ad- 
ministrator of the Chicago Regional Office of the Securities 
and Exchange Commission, announce that on June 24, 
1976, a Federal Grand Jury in St. Louis, Missouri, returned a 
9-count indictment which charged Stephen J. Burns with 
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bank fraud, making a false statement to the Commission in 

p. | ¢ conjunction with the filing of the annual report of Investment 

Qe: Corporation and with violations of the 

recordkeeping provisions of the Federal securities laws. 

Stephen J. Burns was president of Investment Securities 

Corporation, a St. Louis, Missouri broker-dealer firm which is 

being liquidated under the provisions of the Securities 

Investor Protection Act of 1970. The violations alleged in 

. @ the indictment arose in connection with the operations of 
x Investment Securities Corporation. 


The indictment was a result of a joint investigation by the 


United States Attorney's Office, the Federal Bureau of 
Investigation and the Commission's St. Louis Branch Office. 


~\@ 





Litigation Release No. 7475/July 1, 1976 
94 Fd Securities and Exchange Commission v. American Institute 
Counselors, Inc., et al. 
(United States District Court for the District of Columbia, 
Civil Action No. 75-1965) 


The Securities and Exchange Commission (‘Commission’) 
announced on June 30, 1976 that the Honorable Gerhard E. 
Gesell, U.S. District Court Judge for the District of Columbia 
entered a Final Order against Swiss Credit Bank (‘‘SCB”) in 
@: above captioned action pursuant to a Stipulation and 


ndertaking of SCB in which it consented to the Final Order 

Without admitting or denying the allegations of the Com- 

mission’s Complaint. 
a @ The Final Order prohibits SCB from offering to sell, or selling, 
securities of the various entities involved in the above action 
in violation of the registration provisions of the Securities 
Act of 1933 or from engaging in any business activities with 
certain of the entities named in the Commission’s Complaint 
when such entities are acting as unregistered broker- 
dealers, investment advisers, or investment companies. 
23 ‘e The Final Order of the Court also directs the SCB to comply 
with its undertakings contained in the Stipulation and 
Undertaking referred to above. SCB undertakes to adopt and 
implement procedures reasonably calculated to insure that 
SCB will not participate in activities of the type alleged in 
the Commission’s Complaint. In addition, the SCB under- 
takes to continue to freeze the assets in the accounts on 
oo * deposit with the Bank of certain of the defendants in the 

above captioned action. 


Further, SCB has undertaken to continue to maintain with its 
lawyers in Washington, D.C. a letter of credit in the amount 
of approximately 120 million dollars originally created in ac- 
cordance with the terms of a December 30, 1975 Stipula- 
tion, for the purpose of making payments to the U.S. 
beneficial owners of the securities which are the subject 
matter of this action. The ability of the Court to use the letter 
of credit is subject to certain terms and conditions which are 
Qi: in the Stipulation and Undertaking of SCB in- 


-'® 


luding the condition that it may not be used so long as the 
Obligations and activities specified in a Decree of the Swiss 


; 
‘® 
* 


Banking Commission relating to the disposition of assets 
which are the subject matter of the Commission’s action are 
being substantially performed. 


For further information see Litigation Release No. 7183. 





Litigation Release No. 7476/July 1, 1976 


SEC v. SHELDON G. ERICKSON, ET AL. 
(D.D.C. Civil Action No. 76-0652) 


Paul F. Leonard, Administrator of the Washington Regional 
Office, announced that on May 28, 1976, the Honorable 
William B. Bryant, U. S. District Judge in the United States 
District Court for the District of Columbia, entered a perma- 
nent injunction against Viking Ventures, Inc. (“VVI"), of 
Bethesda, Maryland, from further violations of the securities 
registration and anti-fraud provisions of the federal 
securities laws. The Complaint alleged that the defendant 
violated the said provisions in connection with its offer and 
sale of approximately $600,000 worth of VVI common 
stock. The defendant consented to the injunction without 
admitting or denying the allegations in the Commission's 
Complaint. 


Misrepresentations and omissions alleged in the Complaint, 
among other things, concern prospective price increases for 
VVI common stock, the listing of VVI common stock on a 
stock exchange, VVI's prospects for obtaining institutional 
financing, the value of assets owned by VVI and VVI's lack of 
proper books, records, and record keeping procedures. 


For more information, see Litigation Release No. 7370. 





Litigation Release No. 7477/July 1, 1976 


United States v. Robert Berkson, et al, 
75 Crim. 608 (S.D.N.Y.) 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission, and 
Robert B. Fiske, Jr., United States Attorney for the Southern 
District of New York, announced that on June 9, 1976 after 
a five day jury trial, Robert Berkson and Maurice Rind were 
found guilty on 8 counts of an indictment charging them 
with (1) conspiracy to violate the federal securities laws, (2) 
substantive violations of the anti-fraud provisions of the 
federal securities laws, (3) mail fraud, and (4) interstate 
transportation of forged securities. - 





Prior to the commencement of the trial, on April 26, 1976, 
James Gallentine pled guilty to one count of the indictment. 


The remaining defendant Wilbur Hyman is presently a 


SEC DOCKET/1011 








fugitive from justice residing in Spain. 


Specifically, the defendants, former officers of Packer, 
Wilbur, a New York broker-dealer now in receivership, were 
charged with misappropriating customers’ securities held in 
trust by Packer, Wilbur, selling the securities and using the 
proceeds, which were in excess of $200,000, for their own 
benefit. The indictment further alleged that the sales were 
accomplished by the use of forged stock transfer powers. 


Sentencing has been scheduled for July 21, 1976. For 
further information, see Litigation Release No. 6955. 





1012/SEC DOCKET #U.S. GOVERNMENT PRINTING OFFICE: 1976 211-094/53 1-3 


9 





va BY 


wf 


~! 


vt | 


- 





~'@ 


~@ 


«'@ 


~~ @ 


/@ 


®@ 





UNITED STATES 
GOVERNMENT PRINTING OFFICE 


DIVISION OF PUBLIC DOCUMENTS 





WASHINGTON, D.C. 20402 
OFFICIAL BUSINESS SMAI. 
esi Bi a 
FIRST CLASS MAIL POSTAGE AND FEES PAID i 
U.S. GOVERNMENT PRINTING OF FICE 
375 








tr 
. = 
-M 
pod <_> 
= a 
ba 
> 
Wo 
OO ax _—_ 
—— oe = 
— 3 j-- 
oO 


er 
} 


100 
VL 
DE 
co 


DLMIAM 
irs 


AMT y 
DOCUME! 


ere 
why 


wey 
rd 











ad 





FOR SALE BY THE SUPERINTENDENT OF DOCUMENTS, 
U.S. GOVERNMENT PRINTING OFFICE, WASHINGTON, D. C. 20402 
SUBSCRIPTION PRICE: $43.70A YEAR: 
$10.95 ADDITIONAL FOR FOREIGN MAILING 








THE PRINTING ‘ol THIS PUBLICATION HAS BEEN ae BY THE 
OFFICE OF MANAGEMENT AND BUDGET 
(JANUARY 1, 1974) 








